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As THE Nation moves into the holiday buying season 


which closes out the vear, the high rate of economic activity 


Output and Income Higher in Both 
Dollar and Real Terms is providing a flow of goods and services and a corre sponding 


































































flow of purchasing power which are of record or near-record 
BILLION DOLLARS proportions Some signs of hesitancy, however, have been 
500 ~ a o evidenced in the more recent movements of monthly business 
GROSS NATIONAL PRODUCT Indicators Personal income, nonfarm employment, and 
retail sales three of the broadest measures of the economy’s 
month-to-month pace—are off a bit from their summer 
400 — ~ highs but continue appre ably above a vear ago 
Third-quarter income and output Wwe ai record levels. 
While the continuous dollar ris 1 GNP thus far in 1957 
_ y tous asonally adjusted annual rate of $439 billion in the 
% G third quarter—has reflected t] fluence of higher prices 
~s 7) A bi and costs, the phivsical volum of total output has been 
/ maintained on the high plateau marked out in the final 
quarter of last vear. Th maypace! chart shows that the 
nnual rate of p! sical production in t] rst three quarters 
200 - = of 1957 was moderately above the calendar-vear total for 
CURRENT DOLLARS 1956, and that the dollar total was up around 5 percent 
1947 DOLLARS 
Income and employment 
100 — ~ : 
Total persona income in October was at a seasonally 
4 adjusted annual rate of 8845% billion, about St billion below 
the Sept mber and third quarter rate li Was billion 
hicthy than in the second quarter and S11 billier or 3% 
0 4 percent, above October of last vea Phe October decline 
1952 53 54) «SS S6OST* OSB 1952 53 54 5S Sé SI* 58 centered in wages and salaries as bot! ployment and hours 
worked per week were off, with average hourly earnings 
‘maining at record levels Trae a other than wages 
400 — sea and salaries showed Itt re trom September apart 





DISPOSABLE PERSONAL INCOME from a rise in transfer pave stemming mostly from 





creased unemployment ims ' enits 
After allowar ce for Sensonn nihwences emploves Son none 


arm pavrolls to nied 92 n or n October. about 350.000 





300 — - 





vlow the August hig] The reductions in employment in 


this period occurred ef fly 1 ! inne ind more 
~ particularls in the durable-goods lines of aircraft primary 
i } ; rh tals, and machit ry produ ToT 
200 — » BAP a - 
G Changes in retail sales 
AY q 


CURRENT DOLLARS AV 
1947 DOLLARS | 





Retail sales in September, seasonally aaypusted, a fered 


~ little from the average for the preceding 2 months. For 





100 — 


Octobe y. the ) elim nary re port Maicales a less this sensonal 





rise, with dollar sales in most lines and in the aggregate 


Y Y well above a vear avo 

4 4, y rye 2 

y y gy y U Total sales of durable-goods stores have been fairly steady 
7 Z ra) . 


recently, at or close to the level reached at the start of the 
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Vear. Sales in the nondurable coods category advanced over 


*First th rer n ted, at annual rat , -- } 
rst three quarters, seasonally odjuste nual rates most of 1957 and. while down 3] hth, he more recent 
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model automobiles are only now coming on the 
market in volume, and hence it is too early to say how 
sales are proceeding. It is fairly clear, however, that the 
cleanup sales of 1957 models have proceeded well Total 
1957 match those of a 


New 


unit sales of new cars so far in 
year ago after having shown some lagging tendencies earlier 
in the vear 

The general movement of prices in consumer channels 
continued upward through September, marking the 13th 
consecutive rise in the overall index. The increase during 
the past 12 months has amounted to 3! percent, with prices 
of nearly all principal groups of goods and services higher 
than a year ago 

Wholesale prices underwent 
aggregate from mid-August through 
and at that time were less than 2 percent above a year ago. 
In the latest period, farm and food prices moved moderately 
lower; industrial prices were down fractionally with raw 
materials, such as metal scrap and lumber, being the principal 


small net decline in the 
the end of October, 


items affected. 
Manufacturing activity eases 


Manufacturers’ sales were fairly stable during the middle 
at rates above a year ago but somewhat 


months of 1957, 
September 


reduced from the record first-quarter volume 
shipments were also higher than a vear earlier, though down 
fractionally from August. The Federal Reserve Board’s 
index showed some easing of industrial production in 
October 

New orders booked by manufacturers have tended down- 
ward this year and in September were moderately less than 
With incoming business below 


in the same month of 1956 
by S7 


sales so far in 1957, unfilled orders were reduced b: 
billion, or more than 10 percent, over the past 12 months. 
Much of this decrease reflected adjustments in military 
procurement programs 

The steel and auto industries 
in shaping the overall trend in manufacturing and for which 
have followed some- 
Steel output, 


which have been important 


quite current information is available 
what different activity patterns this year 
trending moderately downward throughout 1957 from high 


and near-capacity rates of operation during most of 1956, 


has not shown the usual seasonal pickup for this time of 
vear. Weekly production rates in early November moved 
below the 2-million ton for the fi time since re- 
sumption of activity : r the 1956 lidsumme! 
stoppage. This compares with a weekly average 
2% million tons in the fourth quarter of last yea 
On the other hand, production of new ears, which in 1956 
fell well increased 
this past vear and 1957 assemblies a 


vear’s volume of 5.8 million units 


mark 
] 
Work 


of about 


9 total, has 


ceptional i ”) 


re expected 


below thre eyN 
to top last 


Construction activity steady 


UAT anula Cf s l 1¢ = ray 
Next to manu t ynstruction is tl 


largest produce! of econom\ dollar 


value of construct for b YI i and 


private accounts—wa 


adjusted 


in October on a 
terms has 


seasonally vsical 
held steady over tl 
Outlays for public « 
upward over the last 
schools, highways, 
Total pl tt onstructyr activitv. whi 


turned mode 


steadily 
ements tor 


continued 
i 


T 
to grow. h hae 
been stable in the er rately 
upward last August; value put in place during October was 

of $34 bil- 


: , 
equivalent to a sé 


almost 


Novembe1 1057 


lion, up about $% billion from the third-quarter average. 
Throughout most of the recent period including October, 
activity on nonresidential projects was virtually unchanged, 
roughly $1 billion above a year ago. The slight fillip to 
total private construction activity stemmed from residential 
building, which reached a low last May. 

There are some indications that the recent rate of residen- 
tial construction may be at least maintained and perhaps 
bettered over the next several months. Private housing 
starts in the third quarter were at a seasonally adjusted 
annual rate of 1 million units, having tended upward in 
recent months from the low reached last winter. Moreover, 
as indicated in the next section, the sharp reduction in 
demand for federally supported home financing in 1956 and 
early 1957 was halted this pust summer, and the more recent 
volume of applications appears to be up slightly after 
allowance for seasonal influences. 

It might be noted that, as previously indicated in the 
Survey, total investment in new plant and equipment is 
expected by business firms to remain steady through the 
fourth quarter at the record annual rate of $37 billion. 

In other parts of the private economy, where the 
bined rate of activity has been well sustained, recent trends 
A few examples may 


com- 


have exhibited considerable diversity. 
be cited. 

Electric power output has been off moderately in the latest 
period on the basis of seasonally adjusted indexes, but is up 
markedly so far this year in comparison with 1956. Activ- 
ity in the communications branch has shown a substantial 
and almost steady rate of growth in recent years, which is 
being extended currently. 

On the other hand, rail freight business has tended down- 
ward during most of 1957, with the bulk of the drop in the 
seasonally adjusted series having occurred in the second 
quarter. Currently, total carloadings are off about 10 
percent from the late 1956 rate. 


Demands for capital funds 


While aggregate investment demands have 
rates remained at 


been close to 
peak rates, and interest then 
highs through early November, there is some evidence that 
business borrowing from banks hins pee reduced irom 
earlier this Vvear as well as from the eXceptlol ally heavy 


] 
simce midyear, loar ess by 


post war 


s to bu 


requirements of 1956 
leading city banks have been reduced by $*, billion in 
trast tO an expansion of over $1 billion in the same period 


CO- 


last vear 

After reaching a peak in July, 
declined through mid-October and have undergone 
Currently, these 


comMmmon-st 


change in the past month. 


measured by the Securities and Exchane Commi 
age 10 percent below a year ago and are back to 
levels The recent downward movement im 
undoubtedly indicates some mnerease in costs of new equi 
financing, which reached a postwar low last spring . 

While the impact of these changes mm costs ca 
fully Phyisanie 
moderately in the last several months There a 
to be some letup in new bond flotations 


Stock pri 


hnnot 


assaved, it appears that new CCQUILN a 


77 
] ant 
iso app 


cl wert Demme 


issued in record volume earlier this vear 
In mid-Novemb« I the Federal Reserve Board authoriz d 


some of its district banks to lower the ir discount rates from 


ty pel 
paving the way for somewhat easier terms o1 
customer The diss ount rate | ad prey ously beet increased 
in successive steps from early 1955 to August of this vear in 
to alleviate 


borrowings, thus 


cent to 56 percent on member-bat 
loans to bank 


a program of restraining bank credit expansion 


inflationary pressures. 
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National Income and Product— 


Demand and Income Sustained in Third Quarter 


ri 

| HE VALUE of national output continued to rise in the 
third quarter, as consumer buying expanded further. At a 
seasorally adjusted annual rate of $439 billion, gross national 
product was $5 billion higher than in the spring quarter, 
and $10 billion more than in the first quarter of 1957. Gov- 
ernment and investment buving leveled off after midyear. 

The increase in total GNP —and the associated rise in 
national income—so far during 1957 have been broadly 
paralleled, in percentage terms, by an advance in the gen- 
eral level of pri Cs. The real volume ot production of woods 
and services has remained on a high plateau since the end 
of last vear, but as is clear from the chart on page 1 the 
current vear has registered a further gain in physical produc- 
tion over the results of 1956 

The general structure of the Nation's markets has shown 
little change from 1956 to 1957, although as indicated Hy 
the article on the subject in this issue 
of output changes among the various products 
major distributions 


there has been 
diversity 
making up the broad aggregates. The 
by purchase r group and by type of product 


ot output 
chart reveal 2 basic constancy of 


in the aecompanving 
patte rm 

The postwar rise in the services fraction of gross national 
product seems to have continued, though neither this move 
ment nor the corresponding decline in the nondurable woods 
fraction has been at all marked this vear 

(pproximate stability in the fraction of dollar output 
repr sented by construction and durable goods is due in 
part to olfsettine movements, though these have not been 
large. Total spending for durables is up this vear relativ: 
to gross national product, reflecting larger business (Gand 


foreign 


purchases of equipment as well as increased Federal 
outlays for military goods. The postwar uptrend of con- 
struction outlays, by contrast, tapered after mid-1955, with 
the decline of activity in residential building 

In the lower panel of the chart the Investment percentage 
of GNP is seen to have moved slightly closer to the postwat 
average this yvear Its decline reflects chieths the contrast 
between the growth of inventories during 1956 and. the 
stable position in which they have been held by business bat 
far im 1957 
J re sponding limited increase elsewhere centered in 
the government fraction The percentage of the national 
output gomeg, for personal consumption in the first three 
quarters of 19 
under the average for other recent vears. 

\ differen between 1956 and 1957— more pronoune ad 
than anv of those noted above lies in the recent tenden ‘\ 
toward a leveling off in a number of the advances and 
declines which featured the economy last vear. 

ve iW business mnventlory policy took place at the 
1957, and no further shift has since been apparent. 


line in residential construction activity which con- 


Le en 
The co 


| 


was virtually the same as in 1956, and 


SOTTL wl ut 


cho t 1956 and emerges clearly in 1950-57 


i 


comparisons to date has recently shown a tendeney to 
flatten out 

Business investment in new construction and outlays for 
producers’ durable equipment, which had been a major 


influence in the rise in business activity from 1955 through 


Percent Distribution of Gross 
National Product 


BY TYPE OF PRODUCT 











Construction and 
Durable Goods 











Nondurable Goods 




















Services 





1947-55 
AVG. 


BY MARKET 


Investment 


Government 


Personal 
Consumption 


*Based upon first thr 


S. Department of « 





4 SURVEY OF CURRENT BUSINESS 


the early part of 1957, have leveled off at peak rates. Pur- 
chases by the Federal Government similarly have held about 
even after a rap d expansion exte nding into the early part of 
this vear, though the summer quarter was marked by steps 
taken to adjust them line with the current budget. 
Recent developments in consumer, investment, and public 
spending are reviewed below. 
Consumer Purchasing Higher 


Personal consumption reached an annual rate of $283! 
billion in the third percent in comparison 
with the spring quarter, Outlavs for 
accounted for most of the advance, though service purchases 
continued thei uptrend KM xpenditure for durable cvoods, 
which had deel ned earlier in the vear, leveled off on a 
seasonally adjusted basis from the second quarter to the 
third. Retail sales data that demand in 
consumer markets was maintained third 
quarter. 

Consumer spending for durable a 
the first 3 quarters was 5 per t above the 
spending for services was up slightly 


quarter, up | 


nondurable goods 


overall 


during the 


indicate 
well 


nd nondurable coods in 
comparable 


period of 1956. and 


more, 
Buying of nondurables up 
Increases in nondurable goods outlays after midvear were 


quite eeneral mone the jor subgroups Quantitativels 
the most important wi eontinued expansion in pur- 
chases of foods at ag juarterly 
recorded for food hi: ‘in nl 1) Pai rei { ol greater 


st, higher meat 


Ady ances 


than seasonal pri 
volume of 


| 


re ported 


prices accompanied he Q56—57 « ’ ; thy 
cattle and hog market and advances | ee 
in various other Tl Sep- 
tember, however ' 
to the third was 

Apparel put 
after a period of 
was up, prices hay 
yeur ago. Verious 
amoutts to tl ’ 
particular, a marked 
accompanted the imerease 
midyear. 

At an annual rat 1) ym in the third quartet! 
personal co mpt xpenditul rvi ere up | 
percent as I advances occurred i using. household 
operation, and a , 
eases both price and volume increass : m te ny co 
buted to this expansion. Real { cularly cleat 


, 
Ising 


in the products related to the 


In most 


ntri- 


average quality of the Nation 


Mixed trends in consumer durables 


Consumer spending for durable 


cood USI duri 


YOOUsS 


annual rate of S35 billion. and 
‘brought cumulative 


unit sali Ss 


es of nonauto- 


windup of the automobile vea 
for 1957 to date even witha vear ag 


| 


durables remained close 1 billion rate 


motive 
which 
early 1956 as the furniture and household appliances category 
fourths of these purchases, 


has been maintained from quart to quarter since 
which accounts for about thre 
showed no change 

As in earlier quarters, 
larger dollar totals than in 1956 
than last and, with unit sales 


automotive buying registered 
Auto prices have averaged 
| 


considerably igher this vear 
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about the same for the 9 months, dollar sales are up propor- 
tionately to prices. ‘Trade reports have generally expressed 
satisfaction with the made in clearing out the 
dealers’ stocks of 1957 models preparatory to the introduction 
of the 1958 lines. 

The unit output of major household durables through 
September was lower this vear than last. Output of appli- 
ances and heaters, in particular, was down substantially. 
Declines in production of furniture and floor coverings and 
have relatively limited 


progress 


of radio and television sets been 


with increases registered after midyear 


Consumer income 


Personal income in the third quarter was at a seasonally 
adjusted annual rate of $346'% billion, $315 billion higher than 
in the spring. Personal from current earnings 
showed a rather steady erowth from quarter to quarter 
during the first 9 months of this vear, as both payrolls and 
other realized earnings moved up The accomMpanving 
text table gives the quarterly changes, in billions of dollars 
Increases in public 


mcome 


at seasonally adjusted annual rates 
debt interest, regular and too small to be shown separately, 
are here with transfer payments 


defined net of personal contributions for social insurance.) 


combined changes in 


component 


Chang a ne 


personal income current 
lotal currently earned 
transfer pa ts 


Personal income 


Underlving the smooth rise in 
quarterly basis has been some disparity of ex] nee aMong 
the different components, n the 


movement of the total from month to month () terest 


ibs well ws SOIC 


in the third quarter are the slower growth of private-industry 
i | waves and 


payrolls and a minor rovernment 
salaries Th 
on a monthly 
section of this ISStl¢ 

Th expansion of private payrolls from the second quartet 
to the third w manu- 


facturing and construction 


upswing ih 


tapering of the rise in total personal income 


basis is discussed in the Business Review 


as slowed because of slight declines in 
( ‘hanges reported for most other 
with reeent trends The chief 
sportation pay rolls 


industries were about in line 
evains were in trade and services, while trat 
continued Weak 

The summer slippage in manufacturing came as declines 
outnumbered advances among the pri cipal industry groups 
No very clear industry either the 
reductions or the advances. The larg ‘reases were in 
fabricated metals, furniture, rubber, and pay the principal 
declines occurred in autos (where the mod hangeover was 
a factor) and in atreraft, nonelectric: rachin y, and 
apparel. In general these changes were small 

The third-quarter spurt apparent in public 
stemmed mainly from an increased rate of hiring by 
local governments; also involved was the recovery from a dip 
last spring in Federal to postal workers 
Most other types of personal income currently earned moved 
up as in other recent quarters. Earnings of proprietors in 
retail trade and the service industries benefited from in- 
creased buying by consumers, and farm income reflected 
certain improvements in cost-price relationships for the sum- 
mer quarter as a whole. Interest and dividend income also 
expanded fractionally 


pattern characterized 


payrolls 
State and 


disbursements 
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The net total of transfer payments was swelled in the 
second quarter by initial social security payments to farmers 
and other groups recently made eligible for benefits. (An 
increase from the same cause in the first quarter had been 
offset by a rise in personal contributions as rates went up.) 
Many of these initial cheeks, moreover, covered claims for 
several previous months. In the summer quarter fewer such 
retroactive payments were made, but total net transfers 
remained at about the second-quarter level as social security 
payments for disability retirement were begun and unem- 
ployment benefits rose somewhat. 


Investment Pace Maintained 


Total investment was substantially unchanged from the 
second quarter to the third, and this stability extended to 
every major component distinguished in table 1. The 
decline in residential building activity was halted, and other 
construction held at the rate reached last spring. Investment 
in producers’ durable equipment continued at a $30%% 
billion rate for the second successive quarter. The other 
key elements of total investment, change in business inven- 
tories and the net foreign balance, are substantially smaller 
than these but characteristically are more volatile. Their 
indicated movements from the second quarter to the third 
were relatively minor, being on the order of S% billion in each 
case 

Investment spending in these various forms summed to a 
total of S68" billion, at seasonally adjusted annual rates, or 
15‘ pereent of the third-quarter gross national product 
Comparisons for years back to 1950 were as follows: 


1950 ] 1054 
1951 1955 
1952 ! 1956 
1953 13 3 1957 (3 qtrs 

The ratio of investment to total YTOoss national product in 
the third quarter, it will be noted, was substantially the 
same as that shown above (and in the chart) for the first 
three quarters of 1957. 


Residential construction demand firms 


adjusted 
private 


Reflecting the irregular updrift| in’ seasonally 
housing starts since early spring, outlays for new 
nonfarm residential construction firmed toward midvear, 
and after allowance for seasonal variation were a_ little 
higher in the summer quarter than in the April-June period. 

The accompanying chart shows the relationship of starts 
to expenditure for construction of new units since 1952. 
Apart from the slight relative uptrend of outlays as average 
expenditure per dwelling has increased with the average 
size and quality of homes built and with higher building 
costs, the two series show a broad conformity of movement. 
The expected tendeney for fluctuations in starts to lead 
those in spending also appears, though not at all uniformly 
from quarter to quarter 

The decline since mid-1955, like the upswing which had 
preceded it, is seen to have been associated with variations 
in federally underwritten starts. Before work is begun on 
units ultimately to be financed with Government backing, 
the FHA or VA customarily receives an application for a 
commitment. In the case of FHA, the prospective lender 
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files the application; in the case of VA, the lender, builder 
or prospective purchaser files it (in the form of a request for 
appraisal). 

As the chart 
some tendeney to lead the total of starts made under FHA 


these applications have shown 


suggests, 





Residential Construction 
Decline arrested in third quarter 
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and the downtrend in applications for FHA- 
VA commitments was halted after midyear 
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Table 1.—Gross National Product, National Ince 
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NATIONAL INCOME 
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National income 


Compensation of employees 


Corporate profits and inventory valuation ad 
justment 


PERSONAL INCOMI 
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Personal income 


Equals: Disposable personal income 
Less: Personal consumption expenditures 
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VA inspection—although this relationship, like that of starts 
to value put in place, is not at all constant over time. The 
course of FHA-VA starts (and applications) shown for the 
most recent period has reflected sufficient strength in the 
FHA portion to outweigh a marked downtrend in that of 


the VA. 


Business investment high 


Outlays for nonresidential construction and producers’ 
Busi- 


durable equipment were steady in the third quarter. 
plant and equipment outlays as reported 


hess antic ipations tor 
in late July and earls 
that the sults for 


the order of 6 


LIONS 


\ugust confirmed previous indica 


1957 as a whole will show an increase on 
from last veat 
1956, the industri 


vear through 


pereentl 


wit! il distribution of 


2, 
»V COMPATISO! 


the rise in investment for this September has 
featured increases in manufacturing, public utiliiies, and rail- 
roads lt Vestment in nonrail transportation and In mining 


and a cde line 


t 19560 rates, 


and 


hay 


has be l tintained at about the 
miscellaneous 
be noted, Show a 


from 


has ore I ommercial vroup 
Kstimat or « ruction 
like pattern and a similar overall advance 


last Veal 


} 
nione, it 
dust 


month 


Table 2.—Relation of Gross National Product, National Income, 


SURVEY OF CURRENT BUSINESS 


facturing industries most important in the production of 
equipment, since these industries also turn out a wide variety 
of other products for United States and foreign markets. 
From the second quarter of 1957 to the third, seasonally 
adjusted sales by manufacturers of electrical and other ma- 
chinery were approximately stable; and transportation equip 
ment other than motor vehicles showed a rather marked 
expansion which continued through September on a monthly 


basis. 


Little change in inventories 


Business inventories have been very early stabl On tine 
this vear. At annual ra and 


t} enti ‘ ‘Ypension through 


whole so far measured in 
terms of replace ement 
mober | 
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noted, 1 i 
As might 
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There 
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Ss 1 trade 
ranch of 
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since 
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and Personal Income, 1955, 1956, and First Three Quarters 1957 
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quarter to the third 
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stable in trade 

In apparent contrast is the record for dur: 
quarter dip in trade stocks has been more 


the 1956 buildup of manufact 


1] 
thar 


since last spring, and 
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stocks continued, though on a greatly reduced scale, in 1957. 
During the first half, book value increases at the manu- 
facturing level centered largely in nonauto transportation 
equipment, machinery other than electrical, and primary 
metals. In the third quarter expansion tapered in all but 
the last-mentioned of these lines. September data for 
durables manufacturing show a pattern not much different 
in net effect from that recorded in August. 

In trade, stocks of autos and nonauto durables alike have 


midyear The policy of the 


expanded moderately since 


auto companies to provide high stocks for the changeover 


I fl ence, 


period has been at unportant 1 


Government Demand 


Total purchases by all government agencies remained 
near the $87 billion annual rate reached in the spring. At an 
average rate of $86) billion for the calendar year through 
September, such purchases were up 9 percent from the same 
period of 1956 
of a four-way breakdown, the relative magnil 
part in 1957 to date being as follows 


Recent changes are reviewed below in terms 
ude ol ere h 


Government pure} 


Other 


The expansion Ten a | total ul 2s by the 
Federal Governny a eked this 
¢ 


aiter a 
Sy 
rit tye 


eraginge ove | ft mm at 


quarterly 


SeTiCs 
I 


annual rates during the pre ling fiscal ye State and 
local government o which have been rising $% billion 
or more In eae hy uart : tinued to expal ad at close to 
this annual rate 
variation 


approximate allowal e for seasonal 


Federal expenditures 


itional defense hi: \ ( ron F ; around 
spring 


Outlays for 
$39 billion a veal and a half ag t bil last 
and summer. <A limited contraction is indicated to have 
taken place In the third quarter. Federal 
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than for defense have held stable in recent quarters at 
$7 billion annual rate. This figure includes roundly $2 bil- 
lion for foreign economic assistance and the conduct of 
foreign affairs and $5 billion for the general administra- 
tive functions of government and the farm = price-support 
programs. 

All these sums represent purchases of currently produced 
woods and services, which are included in the gross national 
product. Old-as e benefits and other transfer payments are 
excluded. Owine largely to previous statutory changes, the 
total of such transfers rose in the second quarter to a 
billion annual rate—up $1's billion over the first-——and main- 
tained this rate during the summer, contributing to the rise 
Also CX | ided abo e are 
billion, 


operating losses realized by the CCC, Post 


S16 


in pel sonal income as noted above 
net interest payments now amounting to $5 sub- 
sidies (including 
Office Department and 
agencies) at $35 billion, and a similar amount in grants-in- 
aid to State and local rovernments Qi these three, o ily 
the last has shown any important change during 1 ‘ee 


rose a half-billion dollars in annual rate 
highway and public assistance payments 


some of the other business-type 


State and local government purchases 

Purchases by State and local rovernments 1 the third 
quarter ren hed an annual rate of $36 billion, close to $14 
than in the spring and nearly $3 billion 


billion highe1 
than in the same period a vear earlier. 
The gradual advance in State and local naing tol 


nore 


l COonh- 
struction was checked t Mmporarily Ith a strike 
in the cement industry, and the se: adjusted total 
was off fractionally for the summet quarter j a whol The 


e total of sucl i 
however. as. the federally financed 
moves into high gear and moderate fur 


! Outlavs Is expected to 


basic uptrend in t 


pt rsist, 


road program 


occu 
in school and other building activity. 
Total compensation of State and local em s, which 
has likewise shown a rising trend in rec noved up 
the summer quarter. The advance, wl st 
been a little sharper than those } 
quarters, reflected gains 1 
as well as somewhat higher pay rates ther spending by 


ms to 

have 

n seasonally ad employment 
1 ‘ 1] 

local governments was substantially unchanged 


third 


Stute and 


from the second quarte! 








by Lawrence Bridge and Francis L. Hirt {2 


. 


rossecurrents in 
roduction and Consumption 


rey 

} HUS FAR in 1957 the national economy has produc d 
While SCPVICES 
} ’ LOGS { . ] ] 
since 1955, output ol goods showed 


Nondurables 


while durable FOOUS al a 


a record volume of goods and services. 
have advat eed steadily 
a mmol her rise in 1956 to a 1957 plateau 
wed to set new records, 


have shown slight declines in volume, 
of manufactured eoods, which 


truction 
‘advance in production 
ed im mid-1954, : 


As in) earlier 


peak 


point in late 1956. 
later 


, , 
Iso reached a high 

, “ys , 
recoveries following aeclines, the 


in this cuse by about 7 percent; 


ssion low in mid-1954 amounted to 


most 


Curilel 


urp: 
the increase 
ni Durables and 
change between 


msed thy 
irom the rec 
20) peres nondurables contributed about 
equally » relative mid-1953 and late 
although the trough was deeper for the durables 


1956 
quite Ww i] 


Total Inetory production 
ofl i) ly 

| attributable 
, mr hyle Ie rif if » september and Oc , ‘rs ‘ 
nondurable goods output wu eptember ane ctober was al 
From an overall point of view, final demand for 
has probably not been lowered at all sine 


output reflects the reduced 


this vear has been 


percent from last December's 


maintained, being 
entirely to 


hig The change is durables; 
mnew 
man 
last "as the casing in 


coods into inventor 


Phish) Import: 

reduction wi 

ferential trends : 
i erns of demand It) 
’ these demand forces are curre nthy 
intensity and, in some cases, in 
von alfecte 
poli V at d 
having a 
commercial, 


| by the change to a 
level yr ol 


Pro- 


now the 
direct: impact. 
construction 
months following 


| inventory 
capital OutLaVS Is 
and 


ales of industrial, 


mining machinery have eased in recent 
sharp increases since late 1954 (see chart ne 

The flow of new machinery business has not matched sales 
ine eneeeaped ol this Vear, and inroads have been Ih ide 
The reduction in 
and 


since the beg 
mto the larce backlogs ol unfilled orders, 
backlogs has been more sizable in industrial machinery 
particularly for machine tools); the growth in office machin- 
ery technology and the recent improvement in demand for 
agricultural implements have provided some offsets in the 


case of nonindustrial machinery firms. 

The record shipments by producers of generating and 
transmission equipment reflect to an important extent the 
current large expansion programs of electric utilities. Out- 
standing orders have risen steadily since mid-1955 as new 
orders exceeded shipments. 

"NOTE._MR. BRIDGE I8 
DIVISION AND MR. HIR1 
YSIS DIVISION. 


ACTING CHIEF OF THE BUSINESS STRUCTURE 
A MEMBER OF THE CURRENT BUSINESS ANAL- 
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been kee | ing” pace 
icular commodities 
markets for food. drugs, 
while the output 


While consumers’ expenditures have 


come 


with the rise in i 


1 far from uniform. The 


demar dl for par 
has bee 
motor fuel, 
of clothing and cigarettes has recently 


1954 and 1955 


] 
and shoe sevidence a steady rise, 


improved following 


rather stabl perrods in 


Machinery Sales and New Orders 


Current movements reflect leveling in 
business demand 
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The Output of Selected Commodities 


To evaluate the diy 
out the areas of streng 


evaluate the current position 
of a wide range of commodi 
here 


about 150 products —w 
cating productior in ti 
and the relative chat 
rate of operations 
Before discus ion 
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Record buying of nondurable goods is mirrored in the high 
current rate of production for the consumers’ market 
September-October output of consumers’ durable goods wa 
higher than a year earlier but still more thar . 
below the 1955 peak. 

The accompanying chart shows also that production 
investment goods—as measured by machinery, i 
and selected construction materials—is curre! 

From the point of view of overall investm: 
purchases of capital coods, the influence ' lower inv ory 
accumulation by capital woods produce rs this \ "as com 
ared to last should not be overlooked 
The reduction from the very high rate 1 
! 


In output of transportation equipment Othe 


ed last spring 
r than motor 
lreight- 
car shipments have been stable in recent months following a 
rise of some 50 percent from 1956; civilian aircraft are being 
produced in near record numbers; and shipbuilding activity 


cles is duc to adjustms ntsin aireraft programs 


has been rising sharply from its low rates of recent vears. 
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The dispersion of output 


Table 3 


modity output trends. 


illustrates the wide dispersion in recent com- 
The column denoting the vear in 
which individual commodities reached their highest postwat 
produ tion rate clearly shows the lack of coincidental timl thy 
in evele peaks 

This is not to sav that 
12 vears In 


these peaks were evenly distributed 
over the past 1957. output of more than on: 
s Was above previous highs —a not 
high total output 
ial one-fourth of the commodities had highs in 
eighth in 1955 


consumers’ 


fourth of the commoditi 


view of the rate of 


surprising result in 


An addition 


1956 and another one In each of the Major 
Investment goods 
than a0 


ates in the 


ommodities FOOUS 


inte products more percent of th 
( perienced veak production t 1955 17) 


3s ol output changes, the picture this vVear, as il 


mixed w ith output gains and losses be ing fairl 


both number and value of produet 

1, output of almost one-fifth of t] 
lities was unchanged from the third quart 
remainder were 
tlivided between those being produced in 


‘oand those where output 


same quarter of this vear thre 


ties than a vear a 

irtailed 

equal in number between the third quarter of 1955 
thy third quarter of last vear. 

sses of commodities, the 


The increases and decreases were also 


increases over the 
numerous in’ nondurable 
manufactures awaiting further processing—for chemicals 
and leather in particular, Among industrial hard goods, 
declines in output were more frequent than increases. This 
was also true for items of producers’ durable equipment and 
materials, while were more 
evenly distributed between output gains and losses. 


i 
> | 
By maior cla 


past were relatively most 


construction eonsumer coods 


The Market for Consumer Goods 


The consumer market constitutes the largest segment, with 
purchases of goods currently at an annual rate of $177 
billion, or close to three-fourths of the total output of goods. 
This market has generally shown strong growth in the period 
since World War Il. The increase over the past 10 vears is 
almost one-third in real terms. 

Aggregate production of consumer goods advanced in all 
vears from 1947 to 1955, with the exception of 1949, 1951 
and 1954. In 1949 and 1954, the decreases reflected minor 
recessions in business activity accompanied by the lowering 
of inventories. The recessions in both periods were short, 
affecting quarters of 2 vears. When averaged out on an 
annual basis, consumption expenditures for goods in real 
terms did not decline in either vear. The 1951 interruption 
was moderate, occurring during the Korean period when 
limitations on the use of metal restricted the output of 
important hard-goods lines, particularly automobiles. 

In 1956 and 1957, output has been relatively steady at 
the high 1955 rate although final demand in real terms has 
continued upward. The stability in output is attributable 
to rising consumer nondurable-goods production. The aggre 
gate output of consumer durable goods peaked in 1955 and 


hen declined sharply to a point well below its earlier high 


Passenger car output 


After the war, automobile assemblies moved steadily 


upward through 1950 when completions reached a record 


6.7 million units. In the subsequent 6-year period, output 
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was subject to large vear-to-vear fluctuations, ranging from 
4.3 million, the low point in the Korean period, to a peak of 
7.9 million units in 1955. Both production and sales in 
1956 were substantially below the record performance: of 
1955 

Automobile output rose in late 1956 and early 
the introduction of the 1957 The rise 
sharp and brought output toa pont about equal to tl 
pe al though still well below 1955 

Following a rapid rise in dealers’ i ntories 
ctorv sales through 


1957 
models was quite 


1955 


i itomob le 
s were reduced this spring ka 


SSO.000 ear 


assemble 


around more than tn 


October totaled 5 million 


1956 Retail sales of new automobiles 
iods were almost identical A small deficiency 


was offset by an improved 


the same months of 


ae t] e same 


‘Ty’ 
nse in the first half of this vear 


thurd volun as dea s intensified their drive to 


] 4 nr ] 
WOrK off thr mree I ( i P 


quarte! 
‘Oocutipe 
for the full vear 

except L950, 1955 


formance 


gs compa 


Household du rable goods 


Phe market for major hous old goods during the past 10 


vears has been greatly expanded by tl addition of new pro< 

factor which has stimulated and helped to susta 

oods at a high rat Ih) 
sales of six major 
time after World 
freezers, 
$2.8 billion in 


Its, a 
overall o itput of consumer hard 
terms of final retail value, manufacturers’ 
items introduced in volume for the first 
War I] sets, air conditioners 
dishwashers, 

1956, or about two-fifths of aggregate consumption expendl- 
tures for household equipment, radio and television 


television drvers, 


food disposers amounted to 


Steady expansion of new products 

As might be expected, the relatively newer products 
showed the strongest growth trends in the past decade, but 
of the major appliances only air conditioners and dryers 
registered continuous vear-to-year production gains Most 
of these newer products hit output peaks in 1956 but, on 


Table 1.—Output Trends and Peaks: Dispersion of 153 Commodities 
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line is the preparation of complete luncheons and dinners 
: } 


the basis of available data, moderate declines are indicated 
in one package for mass serving by schools, factories, and 


this vear in comparison with the vear 1956. 
The demand for room air conditioners, after a slow start, airlines. 


picked up spectacularly after 1952 Krom 380,000 units 


in that vear, sales climbed to 1.8 million in 1956, almost a 





The expansion in clothes dryers was also 


1947 to nearly 1.7 million Manufacturing Production Has 
1955. Sales e e 
of the newly developed combination washer-drver are growing Been Steacly Since Last Spring 


rapidly with output so far in 1957 nearly double the vear-ago 
so >» Nondurables strong 


volume 
Television receivers and freezers represent two of the post- >» Durables off from recent highs 


fivefold increase 
very impressive, from 58,000 in 
units in 1956, almost 20 percent more than in 


war products of continuing high sales which appear to have 
To a large extent 


shown little or no crowth in recent vears INDEX, 1947-49=100 
explainable by the 180 


the experience Ol the forme ————— 
rapidity with whiel 
obtained reezer sal 


arket saturation was 
untained around the 1 160 } 
million mark for the past 6 ve: Television set production 
ranged between 7 nillion ar nh units per vear tor 
the past t vear t ves totaled 7.4 million and, 
judgis ir by i| ¢ | { } wil | ell bye low 7 million 
this vear 

Production « 


ever, has shown a 


} preturt t . television receivers. how 


rise reflecting an 
Increasing replaceme how accounts {or 
nearly one-fourth of total output as against 6 percent in 1949 
television sets has resulted in 





Public acceptance of portable 
a large increase in output of 17 and smaller tubes; this 
has been offset by the recdue rer size tubes 

Among the I] ablishe frigerators, washing 


well-e 
machines, vacuun. ¢| rs, electric r vatel 
been mixed In general, 


heaters, 


and radios prod 
output of these 
1948, declined in 194 : then ros harply to a new peak 
Production 


early postwal peak It) 


in 1950 under tl 
in the following 
well below the ord 5 

\ notable « yception owever, 1 fs nachines which 
after a lull dus d | steadily to 
successive hiehs 55 and 1956, with output the 
latter vear up 7 percent from 1 
of 1957, howeve: he production of nearly 2.9 million 


emaimed 


QL he fu 9 months 


washiers, xcludin combination 
percent below the same montlis of 1956 aaa 

Production trene of major durable goods in 1957 as com- } OTHER THAN aut 
pared with 1956 have thus been mixed, with considerably 
more items registering decreases than increases. Radios, 
clectronic-phono raphs, 
were outstanding in the latter category, while output of 


electric ranges, refrigerators, and waste daisposers has de 


and combination washer-drvers 


clined 15 percent or more 


MACHINERY ANI 
INSTRUMENTS 


Steady growth in nondurables i 
° \ fe Yn". 
pa v0, 8g yr" 
® 9 


Consumer nondurable goods oupu lh aceount for 

three-fourths of all types of consumer goods—have in- s Pad 

creased much less rapidly, although more continuously, | *s oF 4 
NAS UM 


than output of other manufactures 


Demand for food, shoes, motor fuel and, until recent fen / 
years, eigarettes has been fairly consistently upward over a wv j ‘ 
the past 10 years. A postwar feature of food production 
has been the fast growth of some new types of food lines such 
as frozen foods and instant coffee. While alternate items, 
these new lines require considerably more processing than the 


™ CONSTRUCTION 
MATERIALS 





Total frozen food output —fruit juices, 1952 1953 1954 «1955 1956 


foods they replace. 
SEASONALLY ADJUS 


vegetables, meat, and others—expanded from 1 billion 





pounds in 1947 to approximately 5 billion pounds in 1956 
4 . ° . U. S. Department of Commerce, Office of Business Economics 
A further and more recent development in the frozen food 
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\lthough available for many years, margarine in a more 
acceptable form has been showing all the growth character- 
istics of a new product The growth in the more staple 
items such as meats and cereals has been slow but steady. 

Supplies of motor fuel over the entire postwar period 
have expanded in about the same proportion as the increase 
in the number of cars on the highways, or approximately 
double In more recent vears, there has also been an increase 
in motor fuel use per car i 

In the case of cigarettes, the long-term growth trend was 
broken in 1953 and 1954, but there was a production ad 
vanee in 1955 and 1956. A further rise to a new high ts 
ndicated on the basis of 9 months’ data. A feature her 
ius been the development of filter and king-size cigarettes 
and the introduetion of many new brands with a resultant 
decline in the share of the market going to the top 3 or 4 
Drands 


[pparel production al high rate 


clothing production has been the most 
volatile of the Nevertheless, the veneral 
trend has been upward with 1955 output representing the peak 
veal Production in 1956 was almost as large and indications 
are that the flow in 1957 will show little change. 

Changing styles coupled with the tendency in recent vears 


iver the Vears, 


sott voods lines 


toward casual, and perhaps less costly, dress resulted in 
sharply diverse movements among the major apparel lines 
For example, output of dresses and coats for women moved 
generally upward during the entire period since 1947 while 
women’s suits have been declining in volume for the past 
5 vears. Last vear, cuttings of women’s suits were 8 per- 
cent below 1947 and more than one-fourth under the lop 
volume of 1951.) In men’s wear, cuttings of suits and over- 
coats are well below 1947, while separate trousers for dress 
and sports wear have nearly doubled. 


The Market for Producers’ Goods 


The demand by business for new machinery and equip- 


ment | as been high since the end ot World War 1] ibs business 
met the requirements of expanded markets, advanced its 
technology, and cour tered rising costs As a proportion ol 
eross national product In real terms constant 

expenditures in this period ranged 

In an earlier high position 2Y 

5.7 percent. There have however, several 
urges of investment, with each surge finding different 


differ- 


dollars 
producers ae uipment 
from 35.6 to 7.2 percent 


bee nN, 


dustries setting the pace with changing emphasis on 
ypes ol jul it 

railroads, for example, there have been 

n investment both in aggregate and in the 

of investment between the two najor equipmer I 

; echt ears and diesel-electric locomotives. The 

output of freight cars was quite high through the first half 

during the following 12. months, and 

period of Korean HOs- 

\s trafhie deteriorated and net income dropped in) 


Verics fell back bye LOW the 1950 level ana Cot 


1949. fell s iarply 


ro sizably throughout the 


I ied mw through 1955 
With trafhie and income proving and with the stimula- 
tion of the defense tax amortization program, the output of 


rs rose rapidly in 1956 and again this vear. Current 

are close to 9,000 units a month, higher than in 
previous vear except 1948, when the monthly average 
almost 9.600 ears. New orders in the first 8 months 
1957 were well above the corresponding period of 1956, 
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1 1 
Heiow the 


preceding 
matched 


although September’s bookings fell 
September. Incoming orders, however, have not 
the high volume of shipments, and unfilled orders have 
declined steadily since the beginning of 1956 to their present 
figure of about 73,000 cars 
Unlike freight cars, the 
electric locomotives was only to a minor extent dep: 
on evelical factors Here, the railroads embarked 
program to replace their steam locomotives where feas 
yy the relatively new and more efficient diesel-el 
Installations rose rapidly and continuously between 


postwar demand for diesel 


and 1951, when a record of about 3,500 power units 
reached. Installations, while declining, continued relati 
high in 1952 and 1953 

Sy «1955, the 
dieselization program al d the steam locomotive accou 
for only one-third of the number of locomotives in servis 
Installations of diesels since 1953 have therefore dropped 
Output in 1956 and thus far in 1957 has been running 
1.400 units, well above 1954 and 1955 


account for seven-cighths of all 


most of thei 


railroads had completed 


back 
at a rate of about 
These locomotives now 
tractive effort used by the railroads 


Other transportation equipment 


Trucks and civilian aircraft have followed completely dif- 
ferent production trends since the end of World War II 
although both trucking and air transportation have beer 
showing rapid growth. Truck production rose rapidly in th 
early postwar pe riod and reached a peak of 1.4 million units 
In 1951. Since then, output of trucks has fluctuated withn 
a range of 1.0 to 1.2 million 

The output of civilian planes has fluctuated widely.  Pro- 
duction was very high in 1946 and 1947. In the former vear 
over 25 million pounds of airt weight and 6'. million 
horsepower of aircraft eng Most of th 


Howevel 


relay 


produced, 
output Was light personal and business planes 
and with a limited demand for this tvpe of aireraft prod 
tion f I] rapidly its | Wartime backlog to a low of 
million pounds of airfr: 19s 

The steadier growth in re ts for civilian tras 
planes has since asserted output of eivilis 
eraft has moved upward sin 1ar Both 1956 
sizabl rains: this vear’ 


vhile ils 


2rirame weight w ll co 


have shown SUCCOSSIV« I 
aircraft engines is at an allt 
aircratt in terms of 
high 1946 volumy The industry is undergoing a change it 
tvpe planes to jet and 


Cl phasis from COnVE ntional pistor 
airlines als 


Do estt 
} 


than S2 billion for these 


Plates 


turbojet) transport 


hewe 


placed orders of more 
of sircralt. 


The industrial machinery market 


(etivitv amo 
cenerally ly ely tha 
large pervasive In\ 
“l om 
1U47 
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‘* nmne the Val 


hhaave meres 
thirds sine 


and this had result 

the special u tr 
With th 30 
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uled at & pereent above the record 1956 rate Within 1957, 
however, expenditures have leveled out—and the output of 
machinery companies is evidencing mixed trends. Second 
quarter shipments of metalworking producers were some 6 
1956, with the 
In August and 
were somewhat 

and out- 


reduced to 3.7 months of sales, as 


percent above the corresponding period of 
increase confined to metal-cutting tools 

September machine tool builders’ 
below a year earlier, new orders were off sharply 
standing orders had been 
compared to 7.7 months a vear ago 


sales 


Demand for farm equipment 

expenditures fo capital voods 
from that of non- 
agricultural 


The course of farmers’ 
since 1951 has diverged 
agricultural fixed investment 


equipment reached a high point in 1951, the vear of peak 


considerably 
OQutlavs for 


farm Income, and then fell stead ly 

Farm prices reached their recent low in 
steadied im the later months of that vear, and are currently, 
Equipment expenditures have 


early 1956, 
somewhat above a vear ago 
shown a similar performance: 
above the 1956 low point Shipments ol wheel-type tractors 
(excluding totaled 
223,000 in 1956, a decline of almost three-fifths from the 1951 
high. The current rate, which is only slightly above that of 
1956, is about equal to the prewar highs of 1937 and 1940. 
The trend in output of track-laying tractors has been quite 
different, reflecting the long sustained high rate of 
Shipments 1948 have an | 


Current outlavs are moderately 


contractor’s off-highway wheel-type 


construc- 
from 
as compared toa 


tion activity. sine 
LO.000 to almost 59,000 units (in 


prewar high of 30,000 in 1937. In the first 6 months of this 


1956 


vear, shipments were about one-fifth below the same period 
of 1956. 


has been nore moderate. 


boty 


The dee line i! sales of ot} erconstr tion machinery 


Defense procurement 


Lowered rates of procurement are scheduled during the 
current fiscal year for military goods by the Department of 
Defense. The defense program will continue, however, to 
provide a relatively well-sustained high demand for manu- 
factured coods The largest cutback under present sched- 
ules is in aircraft and related products, and backlogs of orders 
for United States military account have been declining. In 
such outstanding unfilled orders of the aircraft 
industry totaled $10'5 billion, about $1 billion lower than a 
vear earlier and $6! billion below the Korean high When 
civilian and foreign orders on hand are taken into account, 
moderately over the 


mid-1957, 


however, backlogs have declined only 
past vear, and are $2', billion below 1953. 

Over the past vear, expenditures for ammunition, support 
vehicles and some subsistence items have fallen, while in- 


creases have occurred in othe categories. 


The Market for Industrial Materials 


Aggregate output of industrial materials declined slightly 
in the first half of 1957 from the record October-December 
1956 rate, and partially recovered this summer. The redue- 
tion was rather widespread and included such key products as 
steel, lumber, and crude petroleum. 

On the consumption side, overall use of materials has been 
better maintained as users in many cases have been drawing 
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which had been 


This was particu- 


down purchased materials inventories 
generally accumulated in 1955 and 1956 
larly true in the case of metals. 

The magnitude of the increase in capacity represented by 
the postwar capital boom may be appreciated from the data 
on the enlarged facilities for a selected group of materia! 


shown in table 2. In some cases such as aluminum, svn- 
thetic rubber, and ammonia, capacity in the past 10 years 
doubled, while in others such as steel cement, paper and 


paperboard, the expansion exceeded 50 percent. 


Steel output eases in 1957 


industry has maintained 


Over the last 10 vears, the stee 
Operations at a high rate, averaging roughly 90 percent of 
This compares with an average of 76 percent in 
In the 5-vear 


partly esti- 


capacity, 
the relatively prosperous vears of the twenties 
period 1953 to 1957 (the current vear being 
mated), nearly 550 million tons of steel have been produced 
an average of 110 million tons per vear, as compared to an 
average of 92 million tons in the previous 5 vears, and about 
65 million tons in 1929 and 1940 
Within this period there have been 
Mportance among the 
American Lron and Steel Institute figures, for 
tive demand for sheets and strip and fer pipe and 
and pipeline 


significant shifts in 
According to 
rela- 


various types of ste¢ | 
example 
tube 


influenced importantly hy the automobile 
industries) has increased and together accounted for almost 


one-half of total finished steel shipments in 1956, as against 


less than two-fifths 10 4 


The proportions of rails 


ears earlier 

and wire products, on the other hand 
\ significant reduction in. steel output occurred in the 

second quarter of 1957 following a long pe iod of close to 

capacity operations This vear began with mill operat 

rut 97 to 9S percent of the 33', million 

The rate 


What i 


have declined sizably. 


rated capacity of 
] 


fell steadily to 79 percent i July 
August and September, 


and then de 


Fable 2.—Capacity of Selected Basic Materials, 1917-58 


rine ga 

nia NH3 ba 
l, synthet 

purity Ox 


1. Average annual capaci 
2. For year 
$. Repr t 


; esen production 
4. As of Jan. 1, 1951 
As of November of pre t 1958 wh 
Sources: Steel and pig iron, American Iron and Steel Institute 
rubber, paper, and chemical products, U. 58. Department of ¢ 
Services Administration; copper, American Bureau of Metal 
leum, U.S. Department of the Interior, Bureau of Mir ‘ 
4 ition, Inc.; fibe xtile Organon 
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Output in October 1957, 


77 ~percent by mid-November. 
percent from the 


at 9.2 million short tons, was down 17 
record volum ‘a Vear earlier. 

This vear’s shipments of steel products to the metal con- 
The magnitude 


7 


when considered in relation to the high rate 


suming industries show a similar reduction. 
of the decline 
of activity in the metal-fabricating industries, which consume 
roughly four-fifths of the total available domestic supply, 
suggests that ceonstmers have been liquidating substantial 


amounts of steel inventories. 


Nonferrous metals undergoing readjustment 


Ageregate supplies of nonferrous metals so far in 1957 


have continued large as domestic production as well as im- 
ports, Which account for an important proportion of domestic 
supplic s, have been maintained close to the 1956 volume 
As in the case of steel, the maintenance of overall consump- 
tion of nonferrous metals in the face of an appreciable decline 
in shipments to consumers in 1957 resulted in significant 
reductions in fabricators’ inventories. 

Despite sizable sales to Government under contract agree- 
ments, refiners’ stocks of nonferrous metals, which had bes 
in the last half of 1956, expanded further in 
from 36,000 


mnerea 
1957. “oO copper, such stocks increased 
tons a the end of June 1956 to 119.000 tons In August 
of this veat An even hieher re lative 


7 , , 
stocks In producers 


buildup OCCUrresd IT} 
aluminum, wl ne hands more than 
doubled overt this period 

In respons 


is demand and inventory situation, as 
We I] as a W al ! | 1h} world prices, producers Ol copper, 
lead and zine began to cut operations noticeably in Jur 


Refined copper output n the third quarter Was on 
below the averag first half of 1957 

production in most months 

e of last vear. Due to 
Hluminum output 


Hininim, 
e record volun 
‘ 1956. however 
ths of this Vvear Is as hich as a vear ago 


lor thre 


Yo mor 
, : 
Supplies hignve 


been expanded by an increase in imports 
chiefly from Canada under long-term commitments. 

Developments in nonferrous metals in the postwar 4 
include a rapid expansion in production and consumptio 
mand comparatively minor changes in copper, lead 

Qutput of aluminum rose nearly threefold, from 
less than 600,000 tons In 1947 to about 1.7 million tons in 
1956 with most of the rise occurring since 1952. During the 
same producers of refined copper and slab 
zine from domestic and foreign ores increased output by about 
one-fourth and lead showed little change. 


albumin 


and zine 


pe riod. 


Construction materials down 


The lower rate of residential building this vear has been 
reflected in a reduced volume of output of construction ma- 
terials. Production of these products began to fall from 
generally record rates in the latter part of 1956, leveled 
off in the early months of this vear and then showed some 
improvement since last spring. The declines were wide- 
spread and particularly large in hardwood flooring and 
doors, asphalt roofing, insulating boards, warm air furnaces, 
water closets, and bathtubs. Lumber and cement mills 
also turned out a smaller volume this vear, but much of 
the reduction in cement output was traceable to this summer's 
work stoppage. 

Exceptions to the gwen ral downward trend occurred in 
softwood plywood, paint, conerete reinforcing bars, and 
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fabricated structural steel—where production gains ranged 
from 3 percent for plywood to 17 percent for fabricated 
structural In the case of structural steel—used 
primarily in heavy construction such as bridges, factory, 
shipments have been main- 


steel. 


office and warehouse buildings 
tained at record rates but new demand has fallen in recent 
Ordering in the May—September period has aver- 
April rate, 


» 
12 


months. 
aged less than three-fourths of the high January 
and backlogs, while still large, have been reduced by 
percent since the end of 1956 


Chemicals and paper strong, textiles down 


The chemical industry is now operating at a higher rate 
than ever before. while produc ers of paper and board boosted 
output to near-record rates in August) and September, 
following a moderate dip in the first half of the vear 
two industries have eX eptionally strong 
trends in the postwar period regist 
mayor materials produc ng 


These 
crowth 
relative 
ndustry 


shown 
ring the largest 
increases among the 
groups. 
The higher rate of activity in 

vear as compared with 1956 stems largely 
increases In both inorganic and organic industrial chemicals, 
the latter of the plastics materials which 
have shown exceptional growth in the past decade In 
uses for packaging, 


il d September 


chemical production this 
from continued 


including many 
paperboard, which has wide I Istria 
both production and new orders ll A ust 
were higher this vear than in 1956 and this favorable trend 
has continued in October 
Despite the well maintained d and for apparel, the 
industry has continued to operate under conditions 
Output Yee] for only minor inter- 
trend since early 
e July-October 
1954, was down 
10 percent from the recent high i e first quarter of 1956, 
though most of the ] ror il ! before the end of that 
vear. All segments of the lustryv, from mill consumption 
shared in the 


textile 
o! lowered demand 
mediate recoverie 
1O56 Seasonally 


L957 period, the 


of raw cotton and wool is! abrics 
cles line 

\ notable exception is 
nvlon, orlon, and others—where output has been moving up 
steadily. Production so tar this ear as about one-third 
higher than a vear ago. These relatively new products now 
necount for over one-third of the total output of manmade 


hones llulosic { bers 


fibers; as recently as 1954, the proportion was less than 
one-fourth, 

Production of textile-mill products from 1947 to 1956 has 
shown the smallest relative among the major 
manufacturing groups. In only one vear, 1951, when output 
was stimulated by defense orders, did the production index 
exceed 110 percent of the 1947-49 base period and then 
only by one index point. The average index for the entire 
10-vear span was 105. 


increase 


Summary note 


Differential movements in sales and production of indi- 
vidual commodities are a usual condition in a dynamic 
economy, and it is not these differences that determine the 
The answer to future movements, if such 


general trend. 
from sources other than 


ean be derived, must be sought 
study of variations within an aggregate that must be more 
stable in movement than the detailed parts which make up 
this total 
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Table 3.—Production of 153 Selected Commodities 


ONSUMER DURABLE GOODS PRODUCER'S DURABLE EOUIPMENT AMD CONSTRECTION MATERIALS 


INDUSTRIAL MATERIALS DURABLES 


CONSUMER NONDURABLE GOODS 


INDESTRIAL MATERIADTS, NONDURARB 


PRODUCER'S DLRARI 
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Analysis of Long-Term Markets— 


Measuring Product Trends and Potential 


y 
Pur POSTWAR _ period has seen business sales and 
consumer income and living standards reach progressive new 
highs. With an economic situation which is currently 
stable in the aggregate but increasingly competitive, busi- 
ness is giving more attention to such forces as supply-demand, 
prices, and costs. Over the longer run, there is an awareness 
of the effects of growth in population on demand, of the 
need to have adequate capacity to meet these increasing 


Market Situations 


* Where Growth Is Large and Steady: MOTOR FUEL 
** Where Growth Is Less but Stable: SHOES 
++» Where New Product Expands Rapidly: FOOD PACKAGING 
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demands, and of the important role of technological de- 
velopment today and its great promise for tomorrow. 

Business concerns are constantly faced with problems of 

evaluating near-term prospects, of measuring the market 

potential of their existing and new products, and of making 


ARE MEMBERS OF TILE BUSI 


i 
BUSINESS ECONOMICS. 


NOTI MR. WINSTON ANT MISS SMI 
NESS STRUCTURE DIVISION, OFFICE GO! 
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orderly and economical provision for associated long-term 
future requirements. ‘To find out what governs the demand 
for a company’s or industry's products is at best a difficult 
problem in analysis, because of the multiplic ity of factors 
affecting demand and the difficulty of measuring and isolat- 
Ing the effects of these factors. Asa practical matter what 
the businessman needs most for aid in the solution of these 
problems is a set of guides 

It is the purpose of this article 
of historical data in the development of relationships between 
the industry’s or company’s sales and broad measures of 
economic activity. Sensibly handled, they assist in fostering 
an understanding of the current situation and in working out 
cuidelines for evaluating longer run problems and prospects 

The appraisal of near-term changes in demand for a given 
course, essentially rely on evelical 


to nae ate the US¢ fulness 


must, ol 
although consideration must be iven to baste 


commodity 
influences i 
factors such as those resultmg in growth. The projection 
ol longer run prospec ts Is most | eq ently tied to relation s 
In past periods of hich cle ' ina mn econon rT ae t\ The 
| eXalnination 


major emphasis of this article will 
th a view toward 


of different types of market situations 
the « valuation ol long-term ce ana pot nitials, 


Differentials in Product Growth 


A large number of products have been experiencing an 
ever-growing market with only 
Except for 
restrictions or strikes, thes 
re larity in them 
shifts in their rates of growth 


CSDOTIS( to evelieal 


lnuetors bnormal ! | j cs ! 2s 


} 4 , , 
prod l¢ts Vicehee corsidera 


‘ 


vrowth over time vithouch t 


The course of output of three such « onumod tl 


periods through 1957 1s shown im the Initial chart 
ditleren es in trends are quite sigmilieant S| Oocs nha motel 
fuel, which are well-estab! 
rate of growth while a more recently introduced product 
than 


il i 
shed products show # steady 


} 


. 4 ] 
LOood pad 


paperboard fe 


kagme—is illustrati 
advance where me \ 


i dey t loped 


ercised projecting 


Considerable care 
future 
vrowth characteristics. 


demand for produ cl lnadep 


Relati >with overall ece 


factors venerally cannot to the 


+} 


lesser Importance of eveliec: ial nces lin the 
| | 


Sper ial food board, for hsumption 
expanding so rapidly 
vears that the influence of m 


ascertained, although adverse 


annum in thie 
momic forees cannot be 
reneral economic conditions 


would obviously have some elfect 


! 
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Krom the data 
type of relationshi 
ection of future 
factors underls 
have the same 1 


y +f . , 
ous factors on 


COn- 


fic ) ° | 1] ! | ! ’ sed both 
1 ed and the leneth 


ne alteration 
siderable cau 
with reward to 


ol the 
In particular Tren royect t : especialy ha 


product ti e uneertainties duration 


proyection 

fa PaOuUs 
lor new 
Demand for, sav, a new 
ited by 


i 
| 
le of a 


snd intensity of n 
upplance with a relativels ife is eventually lin 
saturation felevision Is a prime examp 


market 
the demand qu kly 


product which is so w eceived that 
approaches the saturation point In other cases, such as 
air conditioners, market penetration arts out more slowly 
And of course, at 


at fail to receive sufficient 


and continues for a» much longer pet 


the other extreme, some products 
continuity of consumer approval eventually disappear from 
the market 

There are 
influence of a particular dominant 
or number of households. Shoe consumption, 
dependent on 


lt from the 
factor such as population 
for example 
population 


eases where the gvrowth may resu 


appears to be highly changes 
Although income, stvle, and quality changes have resulted 
in some fluctuations around the growth curve, the range of 
variation is narrow, and in the last 10 years per capita shoe 
production has held close to just over three pairs per person 

As can be seen in the chart, the quantity of motor fuel 


consumed has also moved generally upward in the prewat 


The Market Situation 


© Where Demand Is Related Closely to Personal Income: PAPER 





— 
o 


ratio scale 


— 
Ld 


NSUMPTION—MILLION SHORT TONS 


O 


PAPER C¢ 











CURRENT BUSINESS 


November 1957 


and postwal periods, refleetine the increased use of fuel for 
industrial pur 
motor 


transportation and agricultural and 
Reflecting primarily the fast growth of 
vehicles, motor fuel consumption has shown an 


moto! 
poses 
average 
rate of growth exceeding 6 percent in the postwar years 
Shoe produc tion has advanced at an average rate of 2 per 
cent in the same period 
. above are those in which growth 
In other cases, more meaning 
ful results can be through the development 
with factors which are comprehensive 


The Cast discussed 
characteristics predominated 
i obtained 
relationships 
to serve as substitutes for basic causal factors 
vation of such relationships requires a Lee hi qu Which has 
merit, and instances of this sort are described in the next 


section. 


Correlation in Market Analysis 


In general, the basic statistical techniques for projecting 
economic behavior are procedures which extend the evidence 
flven by past experience By analy Zing’ the experience of 
his own company or industry as affected by economic forces 
over periods of varying economic conditions, the business- 
thle to develop a guide for appraising future 

correlation technique provides not only 

aiming such a guide from past experience, 


man may | 
prospects ! 
the means foi 
but is also fairly simple to apply. 

Activity in any industrial or market segment is usually 
dependent on a multiplicity of economic factors, such as 
mcome, population, prices, and industrial production If a 
product ts used by consumers and producers, real consumet 
income and industrial production would both be underlying 
demand factors. However, these 
interrelated and consequently only one need be used in 
developing the relationship for the particular product 

Briefly, there are essentially two basic steps in deriving 
First is the selee 


two variables are highly 


a relationship based on past experience 
tion of factors affecting demand or market fluctuations. — It 
is generally desirable to keep the number of factors to be 
analyzed to a minimum. The second step is to develop a 
relation between the factors finally decided upon and demand 
This is hecessary so as to be able to detect the influence of 
changes in the factors on demand 

There are various wavs of deriving a relationship but 
basically the techniques fall into two broad types —graphical 
wid numerical. The former is generally quicker and easies 
tO appl Moreover, no other method brings out the 
nature of a relationship, if any, more rapidly or more clearly 
It is for this reason that it is widely used and certainly is 
wn essential step m obtaining an imitial understanding of 


ising the correlation technique, different considerations 


the problem 


I) 


mav be l ihe objective is to 


volved depending on whether 
project: short-run or long-run demand. For the short-run 
case, the relationship to be determined would by based on the 


| 
Dutieations Givel Long term 


1 periods of evelical changes 
projections are generally made to measure market potentials 
and usually assume conditions of high employment 
some cases, as will be indicated in the examples that 
the relationship \\ l| hold for Vears of both low as well 

as high economic activity Where, howe) 
up varies for different levels of business aetiy , on 


ie 
} 
' 


elation 
range 

yased primaruy on yeu high em 
rit disregarding low pots i thie ( rele 

se mathematical devices provide a proyection which 

xperience not only with 


ctions must be 


Hipies a continuation of the past 
respect to the factors after ting demand, but also with respect 


to the nature of the relationship. In extrapolating for some 


period in the future, however, the “mix” of factors may 
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change and, indeed, even the nature of the relationship may 
be altered. Thus, it is important to bring to bear on the 
project any additional information which may be available 
to future known or assumed conditions that 
from past 


with respect 
would materially alter the indications given 
experience 

For example, the correlation between book paper and real 
purchasing power which existed in the prewar period and 
earlier postwar vears has been significantly modified in the 
vears by the accelerated expansion of the school- 
age population. Thus, the rate of growth of the younger 
age groups would be an additional important factor to be 
considered Hh the long-term projection of demand for book 


more recent 


paper, 


Response to business activity 


Fluctuations in aggregate business activity appear to be 
the major determinant of market demand for most products 
although there are differences in the degree of response. In 
general, industrial commodities and materials tend to show 
close association with such indicators as GNP and industrial 
production Disposable personal income is found to be thi 
major factor for a wide range of consumer commodities as 
well as for products serving both consumer and industrial 
uses. An example of the latter market situation is paper, 
where consumption ts rather closely related to fluctuations 
in general business activity 

Since paper includes newsprint, printing paper, tine paper, 
industrial paper, and sanitary and tissue paper, the product 
mix represents a wide range of indtistry and consumer uses 
As a result, it could be expected that changes in paper con- 
sumption would show a close relationship to variations in 
industrial production and in consumer purchasing power. 
“real” purchasing power as measured by dis- 
(1956) prices) was 
of this broad 


In this case, 
posable personal income in 
because of the 


constant 
selected close association 
economic measure and paper demand. 
This example is taken from a study of OBE included in a 
1957 report of the Committee on Interstate and Foreign 
Commerce of the House of Representatives under the title: 
Pulp, Paper, and Board Supply-De mand. This study 
cevered an analysis of demand for total paper and paper- 
board and their 12 major subgroups, with the object of 
obtaining projections through 1965. The basie procedure 
used to make the projections was to develop relationships 
between demand and the various factors. Experts in the 
industry were consulted as to the probable stability of the 
relationships as well as possible new factors which might 
have an important bearing on the long-term projections. 
The accompanying chart presents a seatter diagram 
relating the total consumption of paper in thousands of 
short tons to real disposable personal income (in billions 
of 1956 dollars Except for the war period and the first 
postwar year, all the points tend to cluster along a straight 
a clear indication of the fact that consumption 
nerally followed the overall economic movements 
\Nloreover, there appears to be ho 
essential iference in’ the character of the relationship 
prewar and = postwar 
evelical swings and those of relatively 


line CTIVINY 
of paper 
in peacetinn vears, 


between tf periods, nor between 


periods ol stable 
hig employment 
In fitting a line graphically which best conforms to the 
scatter of the points, observations for the vears 1942 through 
excluded since it was felt that the wartime dis- 
tortion ot papel demand Wis a temporary factor, In 
general, known abnormalities which are not likely to exert an 
in the period of forward projection are eliminated 


1946 were 


influence 
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Examination of the chart (in which ratio scales are used) 
shows that the line about which the points tend to cluster 
with the baseline, which im 


makes an angle of about 45 
Thus, over the 


plies a slope of the line close to “unity.” 
entire interval considered, consumption of paper has tended 
to respond in a one-to-one relation to the changes in real 
disposable income. 


The Market Situation 


@ Where Purchases Are Postponable and Cyclical Response Is 
Therefore Very Large: FURNITURE 
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The five major subgroups of paper portray different 
characteristics from that of the total group. The differences 
are essentially: (1) The response to changes in economic 
activity and other factors differs from group to group. 
2) In some groups the relationship to economic activity 
shiftsovertime. (3) Demand for some groups is influenced 
by several factors rather than dominated by one 

In the case of newsprint, the projection relationship is 
obtained in a manner not too different from that for total 
paper, with the vears except those in the war period used in the 
determination, On the other hand, in the ease of printing 
paper the early depression vears showed a behavior sub- 
stantially different from that of the later vears and were 
excluded in determining the basis of long-range 
Similarly, for the sanitary and tis 
mand showed a substantial growt wginning in the late 
so that here also the earl ar ‘re out of line 
nside rably 


projections 
paper segment de- 
thirties 
The postwar growth shown in this group was ce 
vreater than that for any of the ot ra yor groups 


Cyclical vs. long-term demand 


ated that the nature 


In the case of papel if has bev nina 
ther in the ce pression 


of the relationship did not change e 
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period or in the postwar years of high level employment, so 
that the same relation can be used for either short- or 
long-term projections. However, in many cases the re- 
lationship shifts as between periods of cyclical swings and 
those when economic activity is relatively high. The de- 
mand for furniture is a case in point. The chart shows the 
relation of the dollar outlays for furniture to disposable 
income from 1929 to 1957. The variations from the linear 
tendency are apparently due to the influence of such other 
factors as rate of family formation, residential construction, 
and furniture prices. 

In the period of the thirties when the cyclical swings were 
pronounced, the points clustered about a line with a slope 
considerably in excess of 45°, reflecting the marked sensi- 
tivity of demand to income changes.* This is a reflection 
of the high degree of postponability of furniture buying 
which results in the well-known tendency of durable-goods 
expenditures to fluctuate widely and with more volatility 
than business activity 

In the postwar vears, however, with a sustained high level 
of income and employment, the factor of postponability of 
furniture acquisitions had been less influential. Both 
mecome and furniture expenditures in this period have been 
rising, although income has advanced faster. As a result, 
the response of furniture demand to income changes was 
less than during the depression years. 

It may be observed that the prewar years of relatively 
high employment—1929, 1940, and 1941—fall more or less 
in line with the postwar vears, a line which differs from 
one confined to the evelical years of the thirties Thus, 
for long-term projections it would be reasonable to use a 
relation derived from the high employment years 


Shift in demand 

The demand for clothing is a case showing a shift in the 
response of sales to income changes from the prewar to the 
postwar period. In charting this pattern, the ratio of out- 
lavs for clothing to disposable income from the period 1929 
to 1957 has been used A clear indication is given over the 
past three decades of a decline in clothing demand relative 
lo income, This has been much more pronounced 1 the 
postwar period, although even in the prewar vears the ratio 
declined. In real terms purchasing power has more than 
doubled since 1929, while clothing outlays have increased only 
about one-fourth 

The ratio is shown in this e: 


ise tO proy ide a qui k overall 
lor purposes of projection it is desirable to cast the 


view, 
analysis in the form of a correlation diagram in order to 
examine the nature of the relation Krom this analysis it 
appears that while there was a definable response of expendi- 
rs, no discernible relation- 


tures to income in the prewar vi 
ship is ey ident in the sales-income pattern in the 


period. 


postw nr 


Influence of several demand factors 

While changes in business activity affect the demand fo: 
all products, 1h Pie 
i variations due to other factors 
indicator provides only a partial explanation of product be- 
havior and an adequate demand analysis requires examining 


cases special market situations result 
Here, a broad economic 


the effect of additional influences. 

When other sienificant explanatory factors are known they 
ean be explicitly introduced into the analysis. For example, 
the number of households and differential movements be- 


2. A straight-lir 
outlays was associated 
the years of low bu 
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tween a particular commodity price and the overall price level 
are found to be important in explaining changes in demand for 
automobiles and several major household appliances. 

In some cases, however, these various factors may in them- 
selves be strongly interrelated, especially during periods of 
significant cyclical variation when the broad economic forces 
have pervasive impacts. As a result it may not be possible 
to obtain directly the particular influence of these factors. 
In such cases it is sometimes of value to employ a trend 
factor which represents a “catchall” of the combined effects 
of the forces not explicitly determined. 


The Market Situation 
> Where Demand Has Declined Relative to Income: CLOTHING 
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Paperboard is an example of a product in which this type 
of analvsis vields useful results (see chart New uses for 
the products of the paperboard industry have been continu 
The growth of board for food packaging 
has been discussed earlier. More and more industrial prod- 
ucts are also being shipped in fiberboard containers. In 
addition, containerboard is used for making toys shipping 
pallets, building construction forms, display stands, ete. 
One of the newest uses of special paperboard has been for 
cigarette packaging. Thus, the increasing use of paper- 
board for more and more purposes has led to a persistent 
growth in this industry exceeding the average gain over time 


ally developing 


in general business activity. 

It may be observed in the upper panel of the chart that 
paperboard consumption, in general, tends to rise and fall 
The average relation with in- 


with industrial production. 
It can be 


dustrial production is indicated by the line AB. 
seen, however, that industrial production alone does not 
sufficiently explain all the fluetuations in paperboard con- 
sumption, and that the deviations from the regression line 
have become progressively larger with the passage of time. 

This observed net time trend—net because it is deter- 
mined after removing the changes associated with industrial 


production—is shown in the lower panel of the chart. The 
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points represent the ratio of actual consumption of paper- 
board each year to the consumption “calculated” for that 
year from the line AB in the upper panel. 

The line of net trend determined from these residual 
points indicates that, on the average, consumption of paper- 
board tended to increase about 2% percent per year over 
and beyond changes explained by industrial production. 
There is thus an underlying growth trend for the product 
aside from the basic growth of the general industrial economy. 

It should be pointed out that a good deal of caution is 
necessary in attempting to project a time trend for too long 
a period into the future. This trend is a ‘‘eatchall” and 
represents the combined effect of many factors—factors 
which if known and quantifiable would have been used 
explicitly. The projection should be made with due con- 
sideration given to the question of whether the factors 
resulting in the particular net trend determined from = the 
past period can be expected to be operative in the period 
ahead 


Basis for Long-Term Projections 


In the abeve discussion, examples of relationships were 
given between consumption of different commodities and 
various overall indicators of economic activity, such as dis- 
personal income and industrial production. A 
major purpose in deriving such relationships ts to utilize the 
results as a first step in making long-range projections for 
particular segments of industry and trade. 

To make use of such relationships, however, it is first 
necessary to project on the basis of specified assumptions 
the overall measures of economic ACTIVITY and other factors 
used in the relationship for a given future point in time. 
The national income and product accounts developed over 
the past quarter of a century give us a very valuable frame- 
work of analysis. The real gross national product, or the 
measure of the total volume of goods and services produced 
in the economy is the most comprehensive indicator of 
economic activity, and is usually projected first over the 
long term 

The effort put mto deriving this projected figure dep nds 
on the degree of fineness and detail desired. For example, a 
working estimate could be made simply by assuming a continu- 
ation of the past rate of growth in gross national product: 
This has averaged about 3 percent per annum over the last 
50 vears taking into consideration only peacetime vears of 
high level emplovment. The fact that this underlying 
growth trend has been stable over time serves as a valuable 


posable 


readvmade tool, 

Other approaches to project aggregate output utilize more 
detailed assumptions in addition to average growth trends. 
The most commonly used measures are population, the asso- 
ciated labor force and its distribution between the Armed 
Forces, unemployment and employment (both agricultural 
and nonagricultural), productivity, and length of workweek 

As aids in determining the basic figures for these more 
detailed considerations, there are available various current 
population reports of the Bureau of the Census giving 
population and labor foree projections,’ and a recent report 
on United States population projections to the year 2050 by 
the Department of Health, Education, and Welfare The 


1954 study of the Joint Committee on the Economic Repor 
‘wtential Economic Growth of the United States, and th af 
er, and Board Supply-Demand 
. the October 1955 Report—Series P-25, No. 123, giving proj: 
United States, and also the October 1956 Report—Series P 
1 f the labor force in the United States up to the year 1975 
tudy No, 46, May 1957 
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estimates presented in these reports are based on various 
assumptions as to future trends in rates of fertility, mortality 
and labor-force participations. 

Other studies are available on trends in productivity 
Technological advances, increased mechanization, more effi- 
cient use of materials, improved distribution methods, and 
a more highly skilled labor force have resulted in continual 
gains in output per man-hour. Over the past 50 years both 
agricultural and nonagricultural output per man-hour have 


increased at an average annual rate of about 2 percent. 


The Market Situation 


© Where Growth Trend Is Strong, but Cyclical Sensitivity Is 
Pronounced: PAPERBOARD 
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The estimates of prospective CTOSS national product pro- 
vide the basis for the projections of other overall measures 


used in the analysis Broad indicators of business activity 
lustrial production 


such as disposable personal income and ind 
are highly correlated with GNP, as would be expected 

It should be pointed out that the techniques described 
as an aid to, and not as a substitute for. 


above serve only 
Having set up the 


practical knowledge and judgment 
working relationship between the variables based on past 
experience, the step of actual projection assumes a continua- 


tion of the relation ship betwee demand and the broad 
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overall economic factors. This assumption of CONUIUITN 


may imply, for example, that consumer buying habits will 
not shift materially, that income their 
effect on demand will remain relatively unaltered, that prices 
will maintain their position compared to overall prices, or 
vc drastically 


distributions and 


that the international situation will not char 

On the practical application of the techniques the busi- 
nessman’s judgment, experience, and knowledge of his in- 
dustry are needed to appraise and evaluate properly the final 


results obtained by the analysis of past experience 





Vow or Kevised STATISTICAL SERIES 


National Output of Goods, Services, and Construction, Revised Estimates, 1954-56 


Ww 


The following tables present revised estimates for the years 
1954-56 of gross national product broken down by major 
The total is classified into durable coods, 


types of output. 
and for the 


nondurable goods, 
first two of these categories, output is shown also as the sum 
of final sales and inventory change 

The data here are directly comparable to those presented 
for 1929-53, in similarly numbered tables in the June 1957 
SURVEY, and are conform with the detailed 


services, and construction é 


revised to 


estimates of gross national product for 1954-56 published in 
the July Survey. Adjustment to these estimates, as well 
as incorporation of additional statistical source materials 
did not alter significantly the distributions for recent years 
which had been shown in the June study 

The statistical procedures used to develop the new break- 
introduced in the June 


down of gross national product 
is avail- 


Survey are described in a technical note which 
able upon request. 


Gross National Product in Current and Constant Dollars and Implicit Price Deflators, by Major Type of Product, 1954-56 


Table 1 


Table 2. 


Billions of Current Dollars 


Billions of Constant (1947) Dollars 


6Lo 


| 


0.4 


Table 3.- Implicit Price Deflators (Index Numbers, 1947 = 100 


1954 
1955 
1956 


Source; U.S 
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Percentage Distribution of Gross National Product ia Current and Constant Dollars, and Implicit Price Deflators. by Major Type of 
Product and Purchaser. 1951-56 


lable Percentage Distribu- Table f Percentage Distribu Table 7 Implicit Price Defla 
tion, Current Doliars tion, Constant (1947) Dellars tors index Numbers, 1917-10 


Gross national product 


Table 9.—Farm and Nonfarm Output of Goods in Current and Constant (1947) Dollars and Implicit Deflators 


Billions of dollars Billions of 19147 dollars Implicit deflaters (1947 = 100 





Farm Income: Revised Data for Page S-2 
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NEW OR REVISED STATISTICAL SERIES 


Lumber Production, Shipments, Stocks, and Orders: Revised Data for Page S-31 


[Millions of board feet] 


All Types 


$9, 2390 9 
335 9, 
Iw Y. 
203 8 
108 8 
207 § 


O81 8 


Douglas Fir 


Southern Pine 


te 
November 
Decemb« 


Monthly I 
Western Pine 


January 
February 
March 
April 
May 
Jun 
July 
Aucust 
September 
October 
November 
December 

Monthly av 
! Source 


Manufacture 


Nat 





Monthly BUSINESS STATISTICS 





y 


ry. 
| HE STATISTICS here are a continuation of the data published in the 1957 « ion of Business STaTIstTi 


or Current Business. That volume (price $2) contains monthly (or quarterly) data for tl 


for all vears back to 1929 insofar as available; it also provides a description of each 
1953. Series added or significantly revised since publication of the 1957 Business Stati 
pectively; certain revisions for 1956 issued too late for inclusion in the aforementioned volun 


the July 1957 issue. Except as otherwise stated, the terms ‘‘unadjusted” and “adjusted 


1 


originati 


g in Government agencies are not copyrigt ted and may be re 
ourtesy of the compilers, and ure s ibje et to their copyris | 


e 1956 
Unless otherwise stated, statistics through 1956 and 


descriptive notes are shown in the 1957 edition of 
BUSINESS STATISTICS 


GENERAL BUSINESS INDICATORS 


NATIONAL INCOME AND PRODUCT 





PERSONAL INCOME, BY SOURCE 





316.1 317 


» Government sales are not 


over personal con umptior ‘ naltul - 1 i ol gTOS Ki onal product 


roferences to sources of monthly 


biennial Statistical Supplement 
vears 1953 through 1956 and 
Vv an asterisi 


ppear in the monthly 


er to adjustment for 


e sources are provided 
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Unless otherwise stated, statistics through 1956 and 
descriptive notes are shown in the 1957 edition of 
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GENERAL BUSINESS I 


NEW PLANT AND EQUIPMENT 
EXPENDITURES 


FARM INCOME AND MARKETINGS 


INDUSTRIAL PRODUCTION 





Rubt 
, 


tin 


r Revise 
Ec 


? Includes d 
tRevised ant 
volume of marke 
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. . — - 56 

Unless otherwise stated, statistics through 1956 and 1956 
descriptive notes are shown in the 1957 edition of |... Noven Decet . y | 
BUSINESS STATISTICS yee™ | October ae : rel ) iy m 1 \ os October 


Continued 


INDUSTRIAL PRODUCTION Continued 
ler Reserve Inder of Phys )Voluwn . 


CONSUMER DURABLES OUTPUT 
. ty ‘ 4 } 


BUSINESS SALES AND INVENTORIES;? 
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Umless otherwise stated, statistics through 1956 and 
descriptive notes are shown in the 1957 edition of 
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May | Jun 


GENERAL BUSINESS INDICATORS—Continued 


MANUFACTURERS’ SALES, INVENTORIES, 
AND ORDERS 
Sales, value (unadjusted 
Durable-good dustr 
Primary nm 
Fabricates 
Machi 


Lumber 
Stone, cla 


Other dur 


Nondurable 
Food and b 
Tobacco 
Textile 
Paper 
Chemical 
Petroleum 
Rubber 
Other nondura 


Sales, value 
Durable 














November 1957 SURVEY OF CURRENT BUSINESS 


Unless otherwise stated, statistics through 19! 
descriptive notes are shown in the 1957 edition of 
BUSINESS STATISTICS 


GENERAL BUSINESS I 


MANUFACTURERS’ SALES, INVENTORIES, 
ANi, ORDERS — Continued 


BUSINESS INCORPORATIONS * 
New rpor 48 States number 


INDUSTRIAL AND COMMERCIAL FAILURES 





COMMODITY PRICES 


PRICES RECEIVED AND PAID BY FARMERS 


I far oduct 1910-14 = 100 





industries On 
based on number of concerns 
id Wage rates 
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Unless otherwise siated, statistics through 1956 and 
descriptive notes are shown in the 1957 edition of 
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RETAIL PRICES 


All commodit { 
index 


Consumer pric 
All iten 


Apparel 
Food 


Dairs 


Other coo 


WHOLESALE PRICES? 
U.S. Departme 
All commodit 


Economie sector 
Crude materials for furt! 
Intermediate n ial 
Finished goods 


Farm products 
Fruits and vegetables 
Grains 
Livestock and live poult 


Foods, processed 
Cereal and bakery pro 
Dairy products and is 
Fruits and vegetat 
Meats, poultry, 


j 


Yommodities other tt 


Chemicals and alli 
Chemicals, industri 
Drugs and pharn 
Fats and oils, ine 
Fertilizer material 
Prepared paint 


Fuel, power, and lightir 
Coal 
Electricity 
Gas 
Petroleum and produ 


Furniture, other } 
Appliances, house} 
Furniture Ouse 
Radio receivers ar 
Television receiver 

Hides, skin 
Footwear 
Hides and skin 
Leather 


and lea 


Lumber and wood produ 
Lumber 


Machinery and motive | 
Agricultural machiner 
Construction machir 
Electrical machinery 
Motor vehick 


Metals and metal pr 
Heating equipment 
Iron and steel 
Nonferrous metal 

Nonmetallic mineral 
Clay products 
Concrete product 
(Gypsum product 


Pulp, paper, and allied pro¢ 
Paper 
Rubber and product 
Tires and tubes 
Textile products and 
Apparel 
Cotton products 
Silk products 
Manmade fiber text 
Wool product 
Tobacco mfs, and botth 
Beverages, alcoholic 
Cigarettes 
Miscellaneous 
Toys, sporting good 


* Revised Index base 
9 Includes data not ow 
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110 
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119 
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117.5 


November 


1957 


June 


117.5 


Goods to users, includ 
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Unless otherwise stated, statistics through 1956 and 
descriptive notes are shown in the 1957 edition of 


BUSINESS STATISTICS 


PURCHASING POWER OF THE DOLLAR 


CONSTRUCTION ACTIVITY 


CONTRACT AWARDS 


racts in 48 States 


FF. W 


thou 
m 





retu 
tructures do 

, total do 

1 hv—wholes 


reported 


Preliminary 
i on 1935-39--100 are as follows: Measured } 
some contracts awarded in prior months but not 
i not shown separately 
i series, reflecting nationwide coverage and new techniques for compiling data on residential buildings 
for November 1956 and January, May, August, and October 1957 are for 5 weeks; other months, 4 weeks 
for October 1956 and January, May, July, and October 1957 are for 5 weeks; other months 4 weeks 
for 1954 appear in the October 1957 issue of the SURVEY, 


}Revisions 
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Unless otherwise stated, statistics through 1956 and 
descriptive notes are shown in the 1957 edition of , 3 Bebvi 
BUSINESS STATISTICS tot - 4 aaa? March April 


CONSTRUCTION AND REAL ESTATE—Continued 


CONSTRUCTION COST INDEXES 


Departr 
A berthaw 
American 
Aver 
Atlanta 
New York 
San Franci 
St. Loui 
Associated General 
E. Hl. Boeckt 
Average, 
Apartme 
Brick and 
Brick and 
Brick and 
‘ommercial 
Brick and 
Brick and 


Brick ar 


ublic Roads—H 
ite, standard 


CONSTRUCTION MATERIALS 


Outpu 
[ron and 


Lumt 
REAL ESTATI 


DOMESTIC TRADE 


ADVERTISING 





Linage, total 
r Revised 
sCopyr 
i Data rep 


t Rev 
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Unless otherwise stated, statistics through 1956 and 
descriptive notes are shown in the 1957 edition of ad 
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ADVERTISING Continued 
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PERSONAL CONSUMPTION EXPENDITURES 
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RETAIL TRADE 
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Unless otherwise stated, statistics through 1956 and 
descriptive notes are shown in the 1957 edition of 
BUSINESS STATISTICS 


RETAIL TRADE Continued 


All retail stores 
iE 


timated invent 


Unadjuste 
Durabl 


Nor 


Cirocery store 
Lumber, building 
Tire, battery, acce 
Estimated sak 
Apparel group 
Men's and t 
Women’s 
Shoe stores 
Drug and pr 
Eating and « 
Furniture, } 


General-merct 
Department 
Drv-goods, ot 


Grocery 
Lumber 
Tire, bat 


Department sto 
ecounts rece 
Charge acee 
Installment 

Ratio of collection 
irge aces 


Philadelp 
Richmond 
St. Louis 
San Francisco 


Revised 
D Revised beginn 
January-May 105¢ 
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Unless otherwise stated, statistics through “ 
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DOMESTIC TRADE—Continued 


RETAIL TRADE Continued 


WHOLESALE TRADE 





EMPLOYMENT AND POPULATION 


POPULATION 


EMPLOYMENT 





Ttair 
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Unless otherwise stated, statistics through 
descriptive notes are shown in the 1957 
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EMPLOYMENT. Continued 


Production 
Tot { 
Durat 


Sawmil 
Furniture 


Stone. ¢ 


duet 
Rubt 
rire 
Leatl 


Foot 


PAYROLLS 
Manufactur 
adjusted (1 }) 
LABOR CONDITIONS 


I 


1956 and 
edition of 
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EMIPLOYMIENT AND POPU LATION—Continued 





410.8 4( 


sbout 284,00 


November 


1957 
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Unless otherwise stated, statistics through 1956 and 
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EMPLOYMENT AND POPU LATION—Continued 


LABOR CONDITIONS Continued 
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EVIPLOY MIENT AND POPU LATION—Continued 
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LABOR CONDITIONS~ Continued | 
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Unless otherwise stated, statistics through 1956 and 
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EVIPLOYVMIENT AND POPUL LATION—Continued 


WAGES — Continued 
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Short- and Intermediate-term 
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CONSUMER CREDIT Continued 
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FINANCE—Continue 


LIFE INSURANCE 


Stock book 
Preferred 
Common 

Mortga 
Nonfarm 


Real estate 
Policy loar 
Cash 
Other a 
Life Insurance Agency 
Insurance written (1 
Value, estimated t 
Group and whol 
Industrial 
Ordinary total 


New Englat | 
Middle Atlantic 
East North Cent 
West North Centr 
South Atlantic 
East Soutl C¢ 
West South C 
Mountain 
Pacifie 
Institute of Life Insur 
Payments to px 
mated total 
Death benefit 
Matured endowment 
Disability payme 


Annuity payment 
Surrender value 
Policy dividen 
Life Insurance Associ 

Premium income 
Accident and he 
Anmuitic 

(Group 
Industrial 
Ordinary 


MONETARY ST ATISTICS 


Gold and 
fiold 
Monetary stock, t 
Net release fron 
Export 
Import 


Production, reports 
Africa 


Money supply 
Currency 
Deposits and 

Foreign t 


Deposit 

Demat 

Vime 

Curret 
Turnove 
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York ¢ 
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FINANCE—Continued 


PROFITS AND DIVIDENDS (QUARTERLY 


SECURITIE 


SECURITY MARKETS 


Brokers’ Balances (N.Y. S. E. Members 
Carrying Margin Accounts 


Bonds 








S-20 


— 


Unless otherwise stated, statistics through 1956 and 
descriptive notes are shown in the 1957 edition of 
BUSINESS STATISTICS 


SECURITY MARKETS Continued 
Bonds Continued 


Value, issues listed ot 7 } 
Market value, tota 
Domestic 
Foreign 


Face value, total, 
Domestte 
Foreign 
Yield 
Domestic corporate (M 
By rating 


t 


Au 
Aa 
A 


n 
saa 


By group 
Industri 
Publie uti 
Railroad 
Domestic muni 
Bond Buyer (201 
Standard and Poe | 
=<. Treasury bonds, taxat 


Stocks 


Cash dividend payment 
Total dividend | 
Finanes 
Manufacturin 


Dividend ra 
tock 
Dividend 
Industria y 
Publie utility 
Railroad (25 stock 
Bank (15 stock 


Insurance (10 
Price per share 

Industrial (125 
« Publie utility 
Railroad (2 


Yield (200 
Industri 
Publie u 

Railroad 

Bank (15 

Insurar 
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Industr 
Public 
Railrone 
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Stand 
Price 
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Market value 
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TRANSPORTATION 


Airlines 


Local Transit Lines 


Class I Motor Carriers (Intercity 


Waterway Traflic 
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‘ CURRENT BUSINESS 
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Janu 
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ry March April May 


TRANSPORTATION AND COMMUNICATIONS—Continued 


TRANSPORTATION — Continued 


lravel 
Hotel 
Average sale per oecuy 
Rooms occupied 
Restaurant sale 
Foreign travel 


U.S. citizen 


COMMUNICATIONS 


Pelephone ea 
Operating 
sSftution 
Tolls, m 


HEMICALS 
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CHEMICALS AND ALLIED PRODUCTS—Continued 
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MATERIALS 


ELECTRIC POWER AND GAS 


ELECTRIC POWER 
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ELECTRIC POWER AND GAS—Continued 


GAS—Continued 





FOODSTUFFS AND TOBACCO 


ALCOHOLIC BEVERAGES 


DAIRY PRODUCTS 
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(GENERAL BUSINESS activity has shown some casing 












































































































' from the peak rates reached last summer. This has been 
ie Business Investment accompanied by a leveling of prices and by a lessening in the 
intensity of demands in the money and capital markets. 
At record high in second half of 1957... Comprehensive monthly indicators of the Nation’s busi- 
~~ decline indicated for early 1958 ness edged downward in November, extending declines w hich 
| were first evidenced on a general scale in October. The size 
Sitien Ballers Wate eects of these declines has been quite modest, and the economy as 
4 a whole is currently functioning at high, near-record rates 
40} TOTAL — . With the fourth-quarter easing — in business measured 
Mittin — a against the upsurge of the economy in the autumn of 1956, 
comparisons with a vear ago based on current indicators have 
20+ B undergone a noticeable shift. Whereas through the summer 
the more important indicators were quite generally running 
ahead of 1956, the picture since then has become rather 
i fowe eee eer eves ewes eee mixed. The broad measures of persoval income, retail sales, 
- and business fixed investment continue on the plus side, 
Manufacturing shows same pattern . . . first although the margin above a year ago has been reduced. 
quarter decline for durables is above average On the other hand, nonagricultural employment. slipped 
below a year ago in November, and industrial production ts 
snnuracrumes perceptibly lower than in the fall of 1956. The moderately 
20F = NOUSTRIES, TOTAL 7 higher prices prevailing this vear tend to figure promineotly, 
hee of course, in the differential showing of dollar and volume 
measures, 
10 a 7 
+  NONDURABLE GOODS 5 
F SS Iey, \ =. 4 
“ $e eZ i d Changes in investment 
* ai. OURABLE GOODS y 
=? ees See eee ee ee ee a oe An exception to pattern is afforded by construction ac- 
tivity, which in the past few months has made a somewhat 
: Public utility programs remain high . . . improved showing and has been a strengthening influence 
r railroads report substantial reduction in the economy. As compared with 1956, the dollar value 
20 of construction put in place was up 4 percent in enter 
compared with 2 percent for the first 11 months as a whole. 
COMMERCIAL © OTNEN Residential building, which reached a low last May, has 
é 1ioF ™~ . continued firm in recent months. With costs somewhat 
: a s higher in 1957, construction output in real terms has fluctu- 
6b 7 ated within a narrow range over the past vear. 
igo ee 2 As shown in the adjacent chart, the latest OBE-SEC 
att r, 4 quarterly survey of business capital investment programs 
| PUBLIC UTILITIES : points to record rates of plant and equipment expenditures 
:f in the latter half of this vear and a decline in the first quarter 
: 2 a eee o> + of 1958. Such expe nditures rose to a season: ally adjusted 
a ar annual rate of $37% billion in the third quarter, and are now 
, re ieee expected by business to approximate $37 8 billion in the 
: iL ~, i - a fourth quarter and to drop to a rate of $35!) billion in the 
‘ a “ee os SS gaiRoan 2 first 3 months of next vear. Details of this tation investment 
eb = = survey are reported in the following pages. 
weererererren eos vee With the recent softening tendencies in sales and produc- 
1953 1954 1955 1956 1957 1958 tion, business inventories experienced a moderate liquidation 
QUARTERS, SEASONALLY ADJUSTED, AT ANNUAL RATES in the latest reported period. After allowance for seasonal 
© Anticipated influences, some decrease in inventory holdings during 
si tc Whcaistatade temesiie ian anand soa paginas October was reported for both trade and manufacturing. 
The change in the latter centered in durable-goods industries. 
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Che current inventory picture thus contrasts with that of 
a year ago, when business was building up its stocks on a 
During the first 3 quarters of this year 
in this Scurvey—businessmen 
unde r which the volume of 


very sizable scale 
as — in an article 
followed a conservative policy 

inventories was increased only moderately 


Shifts in employment 


Seasonally adjusted, employment in nonagricultural estab- 
lishments in November totaled 52.2 million, about 650 
thousand below the peak reached in August. More than 
half of the 3-month reduction was in manufacturing, where 
durable-goods industries were mostly affected. 

Although factory employment this year had shown a down- 
drift through August, the change was small and had been 
accompanied by tmore-than-compensating increases in non- 
manufacturing industries. In the past 3 months, however, 
the drop in number of factory workers has been more sub- 
stantial, and employment in major industry groups outside 
of manufacturing has either leveled off or eased somewhat. 

Reported declines in these latter groups have been small, 
and the number of nonmanufacturing employees remains 
higher than a year ago. Within manufacturing, employ- 
ment in nondurable-goods industries was off less than 2 
percent in November as compared with the same month of 
1956, but in the durable-goods segment the decrease was 5 
percent, with larger-than-average reductions occurring in 
primary metals, machinery, ordnance, and lumber. 


Flow of income to individuals 


In addition to the curtailment in employment, average 
hours worked per week were reduced somewhat in the last 
Average hourly earnings, however, continued 
to tend upward. The net effect of these developments was 
a declining movement in aggregate wage and salary dis- 
bursements, which in November were at an annual rate of 
$239 billion, about $2'. billion below the August-September 
level and $6 billion above November 1956. The reeent 
payroll decline was limited in part, it may be noted, by 
increases in automobile manufacturing, where production 
of the 1958 models brought a marked step-up in operations 
and November 

Besides wages and_ salaries, tvpes of 
earnings—chiefly the net income of proprietors 
shown a moderately declining tendency in the recent period. 
A substantial offset, however, has been provided by Gov- 
ernment transfer payments, which, in round numbers at 
annuai rates, rose from $21 billion in September to $22', 
billion in November. Most of this increase came from un- 
employment insurance benefits and thereby served to 
cushion the impact of recent factory lavoffs on the flow of 


3 months. 


during October 
individual 


have 


other 


purchasing power. 

In short, the aggregate earnings of individuals sustained 
a decline of about $3 billion (annual rate), or 1 percent, in 
the past 2 months, and roughly half of this was offset by 
expanded transfer Personal income—the sum 
total of all income whether earned 
in current production or not—was at an annual rate of 
$345" billion in November, about $1!) billion below the 
\ugust-September rates. Total income in November was 
3 percent higher than a year earlier; for the first 11 months 
of the vear, the margin over 1956 was 5 percent. 

Paralleling the pattern of income, consumer purchasing as 
refleeted in sales of retail stores has tended slightly downward 
summer, Preliminary reports indicate that, 


payments. 
flowing to individuals, 


since the late 
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as compared with a vear ae seasonally corrected sales in 
November were higher in dollar terms and unchanged in 
physical volume. By caer lines of trade, dollar sales in 
November were above vear-ago totals except in the furniture 


and appliance group 


Industrial output eases further 


The curtailment in producer and military goods demand— 
as evidenced importantly by the downtrends in manufae- 
turers’ new orders and order backlogs —has been refleeted in 
the recent movement of industrial production. Following 
decreases in the previous 2 months, factory output was off in 
November as cutbacks were made in a broad group of 
industries. Steel production was lowered each week in the 
month and reached a rate of around 70 percent of capacity in 
early December, as compared with 80 percent at the begin- 
ning of November. 

The drop in steel output evidently has been considerably 
larger than that in steel consumption, and reflects 2 move to 
adjust inventories in the metal-using industries. Further 
retrenchment in aireraft production occurred in November, 
continuing the adjustment which had been in process for 
several months. Automobile assembly, as already indicated, 
was at a high rate in November as dealers were supplied with 
their new-model stocks. 


Price tendencies 


With the shift in aggregate demand in the latter part of 
1957, the former steady pressure on the general price level 
has been relaxed. Changes in the general price averages have 
been rather small, with raw materials prices easing in primary 
markets. Seasonally lower retail food prices in) October 
offset a further rise in nonfood retail goods and services 
prices, so that the consumer price index was unchanged for 
the month after a sustained advance. 

The comprehensive wholesale price index has been affected 
principally by seasonal influences during the past 3 months 
Food and farm products were seasonally lower in September 
and October but advanced in) November. Declines in 
industrial raw materials prices have been extended in recent 
Finished prices have continued to ereep 


weeks. eoods 


upward. 


Business borrowing reduced 

Along with the easing in the demand for capital goods, 
business requirements for funds have shown substantial 
reductions in recent months. The letup was evident in 
both long- and short-term markets, but was most pronounced 
for working capital. While security flotations were reduced 
from the peak volume reached in the opening months of the 
vear, sales of new issues continued well above a year ago, 
reflecting for the most part the heavy requirements of the 
fixed capital expansion programs of industry. 

Most striking in the recent picture was the fall-off in bank 
loans to business firms. Normally in the fall season, the 
buildup of inventories and the movement of commodities 
from the farm to processors and distributors call for increased 
use of short-term bank borrowing. This demand was much 
less in evidence this past season, and the repayment of out- 
standing bank debt by nonseasonal borrowers has dominated 
the picture. 

The net result was that business bank loans at leading city 
banks were reduced by $1 se from June to November, in 
contrast to an increase of > billion in the same period 
last vear. Allowing for stove influences, liquidation of 
bank debt has been more pronounced in October and 
November. 
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Among manufacturers, metal fabricators show the largest 
liquidation of bank loans in the recent period. Lowered 
bank debt was also indicated for the textile-apparel-leather 
industry combination as well as for miscellaneous concerns 
not classified as to industry. Among other industrial groups, 
with the exception of trade, liquidation of bank debt was 
also fairly general. 
Interest rates lower 
Both long- and short-term interest rates receded rather 
sharply from mid-October to early December. The latest 


Treasury bill rate—a commonly used indicator of short term 
interest rates—fell to 3 percent, compared with its postwar 
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peak of close to 3.7 percent in mid-October. Yields on long- 
term Treasury bonds reacted in similar fashion, falling from 
a high of nearly 3.9 percent in October to 3.4 percent in the 
recent. past. Corporate bonds yields have also tended 
downward with the rise in bond prices. The casing of 
interest rates in October and November was the first sub- 
stantial general break in trend since 1954. 

Following the action of the Federal Reserve authorities in 
reducing the rediscount rate in November, the central bank 
in recent weeks has made moderate net purchases of U.S 
securities in the open market. Largely reflecting — this 
activity, net borrowed reserves—member bank borrowings 
less excess reserves—were reduced in early December below 
the immediately preeeding months. 


in 1957 


Decline Anticipated for First Quarter of 1958 


Business proGrams for plant and equipment expendi- 
tures indicate record rates of outlay in the final 6 months of 
1957 and a decline in the first quarter of next year, according 
to the most recent OBE-SEC survey of business fixed invest- 
ment intentions, conducted in late October and November 
Capital spending rose to a record rate of $37°; billion in the 
summer quarter, and is expected to be at a $37's billion in the 
fourth quarter of 1957. These figures compare with an 
average rate of $37 billion in the first half of 1957. 


Investment expansion through 1957 


Seasonally adjusted third quarter figures turned out about 
the same as the initial anticipation, but were about $'% billion 
higher, at an annual rate, than the second anticipation re- 
ported 3 months ago. The currently reported fourth quarter 
is also higher. This upward revision is in contrast with the 
pattern that has been evident in the past several quarters 
surveys 

The data for 1957—ineluding the preliminary estimate for 
the final 3 months—yield a total expenditure exceeding $37 
billion, or about 6 percent more than the previous high re- 
ported for 1956. This inerease is the same as that projected 
by business in the annual survey made early this year. New 
highs were established in every major division, except. the 
commercial and railroad groups. 


Table 1.—Comparison of Increases in Business Capital Outlays in 
2 Periods of Expansion ! 
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First quarter of 1958 anticipations 


The latest survey indicates that plant and equipment out- 
lavs in the initial quarter of 1958 will be at a seasonally 
adjusted rate of $35, billion—5 percent below the quarterly 
average for 1957, and somewhat higher than the $35 billion 
total of such expenditures in 1956. The relative changes of 
the 1958 first quarter, from the quarterly averages for 1956 
and 1957 and from the final quarter of 1957, for total expen- 
ditures and by major groups, are shown in the following 
table: 





Fotal expenditure 











The expenditures ure scheduled to be off for all Lfroups aS 
compared with the fourth quarter of 1957, although the 
changes are slight in the case of mining, commercial com- 
panies, and public utilities 

As compared with the 1957 average, the railroads, mining 
companies and durable-goods manufacturers have scheduled 
larger than average declines in the first quarter, while publie 
utilities expect an increase. Nondurable manufacturers, the 
transportation industry other than railroads, and especially 
the publie utility companies will start 1958 above the 195¢ 
level of expenditures. 

It may be noted that in the previous postwar downturns 
in investment the initial quarters of decline were not so 
This may reflect an casing 


much as had been anticipated 
reduced, and a 


of supplies when demand pressures 
consequent speeding up of construction progress and equip- 


ment deliveries above expectations 
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Decline follows 10-quarter advance 


The results of the latest quarterly survey may be viewed 
in the light of the sustained advance that brought capital 
outlavs from a low of billion in the first quarter of 
1955 to almost $38 billion in the third quarter of this vear. 
The recent inerease in aggregate investment did not benefit 
nearly so much from the accelerated tax amortization pro- 
gram as was true of investment in the Korean period, but 
received its primary impetus from within the private sector 
of the economy 

Although prices of construction and 
approximately 15 percent over the past 2's years, the recent 
inerease—in both current and constant dollars—exceeded 
that in the previous wave of investment advance that began 
in early 1950 and continued through the third quarter of 
1953. The relative advance in total outlays was larger in 
the earlier period, but it should be noted that the later 
movement started from an expenditure base that was nearly 
half again as large as in 1950, and from a capacity base that 
been substantially augmented by the 

Korean mobilization program. (See 


equipment rose 


not lone before had 

investment under the 

table 
These 


major refurbishi 


increases in fixed investment have resulted in a 
¢ of existing productive facilities and a 
record level of « rapacity over a wide range of industries 
Generally speaking, the more recent expansion and moderni- 
zation prog ims were undertaken under conditions of rapidly 
increasing overall de mand, 
important stimulus to demand throughout 
With demands leveling off on a high plateau in 1957, 
ever, the necessity for further capacity additions has dimin- 
ished, at least for the near-term 

The more competitive conditions under which 
now operating can vive rise to new investment demand in 
the form of cost-cutting and product-improvement expendi- 
tures. In addition, technological progress, stemming from 
the rising rate of research and development expenditures, 
expected to result in continued outlays for new 


and in themselves constituted an 
1955 and 1956. 
how- 


business is 


mav be 
products and processes 


investment 


Adjustment in manufacturing 


The current survey shows a total 1957 outlay of $16 billion 
in manufacturing, a record amount about 8 percent larger 
than that for 1956. The 1957 total is about equally divided 
between durable- and nondurable-goods manufacturing, the 
latter evidencing a somewhat greater rise over 1956. On a 
quarterly basis, seasonally adjusted expenditures in durable 
goods reached a peak in the second quarter, with small 
decreases indicated in the third and fourth quarters. Antici- 
pated programs of nondurable-goods producers point to a 
high point in capital outlays in the closing quarter of this 
vear 

In order permit an evaluation of the current rate of 
expenditures and near-term investment plans of individual 
industries against the perspective of the postwar experience, 
seasonally adjusted quarterly expenditures since 1947 have 
been charted on page 4. From the recent record volume of 
fixed capital put in place, manufacturing industries generally 
expect either to level out or to reduce their outlays. The 
extent of the reduction varies by industry, and for some 
it represents a continuation of a decline already underway, 
while for others it follows a period of rising investment. 


Durable-goods manufacturing 


Primary steel and nonferrous metals are examples of 
industries in which investment in the postwar period has 
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been pronounced cyclical fluctuations ina 
period of basic Capital outlays by these major 
groups are expected to reach peak rates in the third and 
fourth quarters of this vear. The realization of expendi- 
tures as currently anticipated would mark almost 3 years of 
a time period which is 


subject to 
row th. 


upward movement in capital outlivs 
actually somewhat longer than the advances in investment 
made by these industries in 1950-52. In both cases, recent 
peaks in dollar outlays have exceeded those attained earlier, 
although increases in capital goods costs over this period may 
account for all the excess shown in outlays by steel companies. 

Producers of motor vehicles have also scheduled decreases 
in capital expenditures (seasonally adjusted) in the current 
quarter and in the quarter ahead. Investment by the motor 
vehicle industry moved contrary to the overall changes in 
1954, 1955 and 1957, but made an important contribution 
to the substantial rise in 1956. As the chart shows, the 
decreases that have already occurred and are scheduled to 
take place have been quite pronounced and would mark 6 
successive quarters of decline. 

In the nonautomotive transportation equipment industry 
it appears that cutbacks in aircraft procurement have finally 
put a halt toa 3%) vear advance in investment. This industry, 
it may be noted, increased its outlays in early 1954 at a time 
when manufacturing generally was cutting back plant and 
equipment expenditures. The current survey gives evidence 
of a turning point in seasonally adjusted outlays following 
the third quarter of this vear. 

The two machinery industries, electrical and nonelectrical, 
show somewhat different movements in the recent period. 
Seasonally adjusted outlays in the latter industry show 
flattening tendencies in late 1957 and early 1958 after a sub- 
stantial rise from 1956. In the electrical machinery industry 
there has been a downward drift since early 1957, with out- 
lavs for 1957 not much different from those in 1956. Lessened 
demand for television and some major household appliances 
may be important in this trend. 


High petroleum and chemicals investment 


Petroleum and chemicals provide an interesting contrast 
of growth industries with distinctive cyclical postwar in- 
vestment patterns. Petroleum companies through this vear 
have exhibited an almost uninterrupted rise in capital out- 
lavs since 1950, having been relatively unaffected by the 
1954 economic downturn, whereas chemicals have shown 
marked eyelical changes in capital expenditures around an 
underlying substantial growth trend 

Investment by petroleum firms—though well above 1956 
has been on a high plateau in 1957. Some easing in outlays, 
seasonally adjusted, is reported for the first quarter of next 
year. Sales, while high, have been declining in recent 
months, stocks are increasing at the present time, and the 
rate of new well drilling has been reduced. Outlays by the 
chemicals companies, seasonally corrected, exhibit a leveling 
out this quarter and in the first quarter of next year at a 
rate approximately double that reached in the previous low 
in the second quarter of 1955. 

Capital outlays by food and beverage firms and by textile 
companies have not reached the high rates of the early post- 
war period, when the backlog of war-postponed investment 
was especially high. Investment by food companies in 1957 
has exceeded that of 1956; the quarters of 1957 and pro- 
gramed outlays in the opening quarter of 1958 do not evi- 
dence much change. 

Spending by textile companies rose in 1955 and 1956 but 
has been receding since the middle of last year, with the 
downtrend expected to persist into the early part of 1958. 
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There ts evidence of a downward adjustment in investment 
programs of paper companies following an almost steady rise 
in outlays since 1952. 


Railroad expenditures volatile 

In the fourth quarter of this year, capital expenditures 
of railroads are expected to decline, following a doubling of 
such investment since the end of 1954. Lower rates are 
also scheduled for early 1958. Realization of fourth quarter 
programs would put total 1957 capital outlays in this in- 
dustry at $1.4 billion, a 12 percent increase over 1956 expendi- 
tures 

A declining trend in freight car loadings, the resulting 
decreases in net income from year-ago levels, and the sub- 
stantial recent rise in capital expenditures are the chief 
factors responsible for the roads’ projections of rather sharp 
eutbacks over the next few months. It must be noted, how- 
ever, that freight car installations by Class I railroads in the 
first 10 months of this vear have been running at the highest 
rate since 1948, a year when 96,000 cars were installed. In 
fact, it would appear that this vear for the first time since 


1953 aggregate freight car capacity of the railroads will show 
a marked increase. 

The substantial purchases of freight cars this vear have 
been made with the assistance of rapid tax amortization 
privileges, which applied to cars on order through the end 
of 1955. At that time backlogs were 135,000 cars. Installa- 
tions in 1956 and the first 10 months of 1957 totaled approxi- 
mately 130,000 cars —suggesting that purchases under rapid 
tax amortization certificates for the most part have been 
completed. 


Record public utility outlays 


Outlays by the public utilities show a rising seasonally 
adjusted trend through the third quarter of 1957 and some 
leveling thereafter into early 1958. As the lower right hand 
panel of the chart indicates, prospective trends in the near- 
term are divergent, with the electric companies expecting a 
steady rise in outlays while the gas and other utility expendi- 
tures show a downward movement after the third quarter 
of this year. 
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Table 2.—Expenditures on New Plant and Equipment by U.S. Business.! 1955-58 
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Trends in Our Foreign Business 


THE RALANCE of payments of the United States for the 
third quarter reflects a variety of economic developments, 
some of which contributed toward the establishment of more 
stable relationships in our international transactions and 
others which accentuated the opposite tendencies which set 
in during the second half of last vear. 

Although foreign countries during the third quarter lost 
about $260 million of their gold and liquid dollar assets as 
a result of their transactions with the United States, allow- 
ing for seasonal changes in these transactions and for special 
capital movements, the losses appear to be smaller than in 
the preceding quarter, 


Exports decline 


The immediate effects of the Suez crisis were overcome 
during the previous quarter and the exports of petroleum 
were about back to normal again. Likewise, the effects of 
the bad harvest in Europe in 1956 and the need for replenish- 
ing cotton stocks had lost their force before the start of the 
third quartet 

These developments had been the immediate factors lend- 
ing to the changes approximately a vear ago-—in the balance 
of payments which resulted in large reductions in the prev- 
iously accumulated gold and dollar assets held by some of 
the major tradmg countries in Europe. These develop- 
ments should be viewed as having been superimposed upon 
other more basic changes in these foreign countries and the 
world economy. Consequently, although the influence of 
these special developments did not extend into the third 
quarter, the balance of payments of the countries affected 
did not revert to their previous more favorable position. 

One of the more basic developments in recent periods was 
the tendency of demand for consumption and investments 
to rise faster than current production. While this happened 
i) most there were differences among them. 
Those countres which permitted their excess demand to rise 
relatively more than their trading partners experienced 
balance of payments difficulties and lost reserves while 
others gained 

Several of the major foreign countries made determined 
efforts to bring their foreign transactions into balance 
Measures taken by Japan resulted in a decline in U. 5 
exports to that co Intry, starting m the second quarter but 
greatly neCE leratu rom the third. Japanese dollar holdings 
still declined during the third quarter, but the rate of 
decline diminished and was relatively small in September 
In addition, Japan repaid short-term credits. In Europe, 
major measures to arrest inflationary developments and a 
decline of reserves were taken toward the end of the quarter, 
but their effects were not reflected in the third quarter 


ficures. 


countries, 


Changes in U. S. imports 

Another of the more basic developments are the weak 
Hesses whi hh appeared 7 the markets of several important 
agricultural, industrial materials. In 
mstances these market developments are connected with 


mining, and some 


the very sharp rise in uivestments during the last few years 
including the investments by American companies, whicl 
were often undertaken in anticipation of a long run rise it 
demand. For the time being, however, capacity or produc 
tion exceeded current demand, and the market weaknesses 
became evident in price declies, or in rising inventories 
and reduced sales Some of the countries depending upol 
these commodities for a relatively large part of their foreigt 
exchange income experienced balance of payments diffi- 
culties. 

Durmg the third quartel these market weaknesses con- 
tinued but appear to have become more pronounced for min- 
ing products, hamber, and paper while the markets for food- 
stuffs, fibers, and rubber appear to have stabilized 

Coffee imports were less in volume than the average of 
third quarter imports in the preceding 5 vears, although im- 
ports during the second quarter were also unusually low. The 
relatively low imports suggest that inventories were drawt 
on to meet current requirements, probably in anticipation 
that the rising supplies would contribute to lower prices 
Actual unit values for coffee imports through the third quar- 
ter had changed very little, but spot market quotations have 
declined steadily since February of this vear through the 
third quarter. The recent marketing agreement conchided 
in Mexico City by the major Latin American coffee pro 
ducers interrupted the downward trend in spot and future 
quotations, The stabilization of prices and the low inven- 
tories should have a stimulating effect on imports. 

Cocoa import unit values have improved somewhat after 
the second quarter, but are still lagging behind the more 
rapid rise In spot quotations which began a quarter earlier 
The quantity and value of cocoa imports, however, declined 
from the second quarter and were smaller than a vear earlier 
In contrast, import demand for other foodstutfs, partieularly 


animal food products, expanded. Third quarter woo! 


Table 3.—t nited States Balance of Payments Seasonally Adjusted 
(Excluding Military Grant-Aid) 
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Mixed commodity trends 

Imports of natural rubber were higher than a year ago and 
average import prices increased somewhat. 

In comparison with these commodities, the 
velopments for metals, and wood and paper products were 
exporters. Import prices dropped fot 
copper, lead, zinc, tin, and imports of these commodities as 
well as of aluminum, saw-mill products, woodpu!p, and news- 
print were lower than in the third quarter of last vear 
However, the decline in import unit values for some of these 
commodities through the third quarter was less than the 
drop in market quotation. The full effect of the change in 
the market situation is, therefore, not vet reflected in the 
imports of these commodities. This is further accentuated 
by the rise in inventories, particularly of nonferrous metals 


market de- 


less favorable to 


and newsprint. \) xception to the decline in imports of 
these commod iti 5 Was est arp rise mn in ports of iron ore 
and ferro-alloys (which, in view of the lower demand for 
steel, may not continue but Imports of iron and steel mill 
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In contrast to the kKnNess 1 the markets for imported 
materials for durable goods production, the imports of 
finished durable eontinued to advance That was par- 
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Imports ahead of a year ago 


S. business activity and the resultant 


The hesitation in U 
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weaknesses developing 
durable materials, undoubtedly has had some dampening 
impact on imports. Nevertheless, overall, as the following 
tabulation shows, third quartel 
showed a better gain over a vear earlier than during the 
This tendeney is 


total imports during the 


first and second quarters of this vear, 
noticeable even after exclusion of the two largest import 
items —coffee and petroleum—-which reflect special influences 
hot necessarily connected with changes Bal basic [ - demand, 
of 1956 


Change in 1957 Imports Fron 


Mill s of dollars In percents 
I I] II I Il 1 
lotal import s +7h 2.5 +2.5 +3.2 
Excluding cotter » +120 +192 42.9 +44 +7.1 
+45 +113 +1.0 41.8 +47 


Excluding coffee an 

Seasonally adjusted, total imports as shown in the balance 
of payments tables increased from the second to the third 
quarter by better than $100 million. Apart from the return 
by India and Pakistan of silver lent during and after the 
war to India under lend-lease operations, the rise in imports 
from the second quarter was about $190 million, or 6 percent 
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percent increase over the third quarter of 
was somewhat smaller than the rise of 
between the third quarters of 1955 and 1956 

The drop in Government grants and related capital move- 
ments was due mainly to the decline in the sale of agricultural 
commodities for foreign currencies. In 1957, these sales were 
off from about $440 million in the second quarter to $250 
During the corresponding period of 1956 
from million to $262 


nearly 


million in the third. 


decline Wis S316 


the COMMPAracly ¢ 
million. 


Private capital outflow drops 


The largest change between the second and third quarters 
in the outflow of funds to foreign countries w 
ment of private capital, The decline Vhiceh amou ted to 

| outtlows 


over S] billion, Interrupted 2 period Ol rising capital 


iS in the move 


which extended from 1955 to the middle of Q57. TI Is drop, 
however, was from a record high of about $1.4 billion which 
inusual coneentration ol extraordinary aireect 


inchided an 
investment transactions resulting in large outflows of 
to Canada and Venezuela. lof relatively larg: 
security issues of ¢ anadian affiliates of American con 
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uela averegating 
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about $350 million. The latter amount includes also 

bank loan to a foreign company for such investmet 
In the third quarter there were no larg 

by U.S. affiliated Canadian companies, and 

to Venezuela dropped to about S90 million 


in the latter period was also reduced by the 
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new capital ISSUeCS 
Sper ial payvinents 
The net outflow 
sale to German 


investors of interests in a German enterprise, vested during 


the war, for 830 million. 

Omitting these special transactions, 
remainder for seasonal variations, reduces the 
the second to the third quarter to a negligible amount 
Compared with the third quarter of 1956 direct investments 
were about $180 million less. At that earlier time, however, 
they included the $176 million purchase of a British oil 
company. Other direct were about as 
large as in the third quarter of last vear. Total 
capital outflow in the third quarter of this year was at an 
annual rate of about $2.3 billion, well above any postwar 
1956. 


and adjusting the 
decline from 


investments thus 


private 


vear except 


Short-term capital movements 


Transactions in anticipation of changes in certain Euro- 
pean exchange rates or exchange regulations magnified the 
effects of the other balance of payments developments. 
Although such transactions seem to have subsided somewhat 
during the second quarter, they increased again during the 
third. Such transactions may consist of anticipatory pur- 
chases of the countries whose currencies were expected to 
decline and may be reflected in the somewhat smaller than 
seasonal decline in exports to Western Europe (other than 


oil) 
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More important in their effeets on foreign official reserves 
are shifts of capital from the countries whose currencies 
might be revalued downward to those where curreney 
values are anticipated to remain stable, and even more to 
those whose currency values may increase. Rather large 
funds were shifted from various European countries during the 
third quarter to Germany, but there appeared to have been 
some increase in the movement of such funds also to the 
United States. 

While foreign official gold and dollar assets declined during 
the third quarter through transactions with the United 
States by about $600 million, dollar balances held by U.S. 
banks for foreign private accounts increased by about $350 
million. These private accounts include foreign banks other 
than Government and central banks, and the rise in their 
holdings comprised more than half of this amount. At least 
$250 million of the rise in total private foreign dollar holdings 
during the third quarter was for the accounts of European 
their dependencies, and other countries in the 
sterling area Although shifts between foreign official and 
private dollar holdings should be considered as internal 
transactions abroad and not be attributed to transactions 
with the United States, they may be important enough to 
affect foreign and consequently have 
repercussions on Our foreign transactions 

Recorded movements of American capital showed simila: 


countries 


economic policies, 


tendencies as foreign capital, although the absolute amounts 
involved were considerably smaller. Short-term deposits and 
other claims on Gaermany, pavable in CGrerman currency, rose 
during the third quarter by about S87 million while deposits 
and other liquid United Kingdom payable in 
sterling declined by more than $30 million. 

\t the same time, short-term claims on European coun- 
tries pavable in dollars increased slightly and this was also 
reported for longer-term bank loans to that area. This indi- 
cates that the decline in deposits in British banks was not 
associated with the tightening of credits in this country. 

The continued large amount of net receipts by the United 


assets in the 


States from nrecorded transactions suggests that some 
capital movements to the United States were not included in 
the available data. Offsetting these inflows of capital to 
some extent was the decline in foreign purchases of U.S 
securities, particularly by residents of the sterling area. This 
Wits appar ntly the result of a tightening of official restrictions 
on such purehases by the United Kingdom. 

Preliminary data on foreign dollar assets for October and 
changes in British official reserves for October and November 
indicate, however, that these capital movements stopped by 
the end of the third quarter, and possibly even reversed their 
direction During the third quarter, however, speculative 
transactions were probably the major factor in the adverse 
developments in the balance of pavinents of the United 
Kingdom and some of the other Kurope an countries. 


Basic transactions in better balance 


Total payments to foreign countries after seasonal adjust- 
ment were about $435 million smaller than in the second 
quarter. However, the decline in special capital transactions 
fully accounts for this difference. 
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Receipts from abroad, after adjustment for seasonal 
variations, declined by about $230 million 

The balance on transactions which can be accounted for 
after adjustment for seasonal variations, resulted ino net 
receipts by the United States of about 870 million During 
the second quarter U.S. payments exceeded receipts by 
about $150 million, Apart from the sp cial capital trans 
actions mentioned above, the second quarter would hav: 
shown het U. » receipts ol about S350 million, and the 
third, net UL S receipts of about S130 million. Thus, thi 
net result of the various developments affecting the trans- 
actions between the United States and foreign countries 
shows a reduction in the foreign deficit by nearly 81 billion 
at an annual rate. Nevertheless, it was still at an annual 
rate of about one-half billion on those transactions for which 
data are available. 

Transactions which cannot be accounted for resulted in 
foreign payments to the United States of about $230 million 
after allowing for seasonal factors A part of this amount 
undoubtedly represents U Ss. receipts for services OTF other 
normal transactions for which records are not available. 
Another part Mav represent an overestimate of 
ments. However, the large rise over the last year suggests 
also an Wnre corded inilow of capital, ine hudu yan accumulation 
of liquid dollar assets by foreign residents. These funds wil! 
be available to meet future obligations or to be sold to 
their currencics 


U Ss. pav- 


foreign authorities when the confidence im 
is restored. 

The decline in foreign gold and stat 
dollar assets during the third quartel through transactions 
with the United States was about S260 million. After ad- 


“uPboOus Trablisactlons 


ally Coven d lig iil 


justment for seasonal variations ui th 
entering the balance of payments, the decline was about S300 
million. In the absence of the special capital transactions 
mentioned above this would be raysed to about $360 million 
Omitting similar transactions also for the second quartet the 
loss in gold and dollar assets to the United States would 
have been about $575 million. 

Transactions with the United States resulted in a decline 
of $950 million in foreign gold and liquid dollar holdings from 
the beginning of the fourth quarter of last vear through the 
third quarter of this vear. However, this loss was partly 
offset by foreign purchases of newly mined gold. In addition, 
reserves of the free world were raised through gold sales by 
the Soviet Union. Together these acquisitions amounted to 
about $650 million. The decline in total gold and liquid 
dollar assets held by foreign cowntries and international i 
stitutions during that vear was, therefore, about $300 millior 

This amount was less than | percent of foreign holdings, 
which indicates that changes in the aggregate of these hold- 
ings ean hardly be considered a major factor in the financial 
difficulties during the vear ending last September. Rather, 
it appears that these difficulties arose because of the distri 
bution of these holdings among foreign countries and between 
officialauthorities and private owners within foreign countries 

Actions taken by the United Kingdom and various othe: 


European countries during the last weeks of the third quarte: 


to restore the equilibrium in their economies and thei 
balances of payments have been effective, and early data for 
the fourth indicate that foreign 


rising again 


reserves were 


quarter 
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by Loughlin F. McHugh 


The Financial Position of Consumers 


’ 

Consumers HAVE received a record volume of income 
this vear. After a steady rise through the summer, personal 
income eased downward through November, but for the first 
11 months as a whole it was at an annual rate 5 percent above 
the total for 1956. With consumer prices averaging 314 per- 
cent higher, this rise reflected in part a gain in real purchasing 
power. 

The enlarged income flow this vear has pel mitted a record 
volume of consumer purchases, and at the same time has 
made possible additions to owned equities approximating the 
peacetime record sum of $20 billion put aside in 1956 

The financial experience of individuals in 1957 featured 
several noteworthy developments. Perhaps most striking 
were developments associated with stock ownership, espe 
cially the reversal of stock market prices which had risen 
almost uninterruptedly from late 1953 through last summer 
Since individuals are by faut the prin ipal owners of corporate 
stocks, accounting for roughly 90 percent of the total market 
value of shares outstanding, they were the major beneficiaries 
in the capital Coals and higher dividends of the preceding 
_years of rising Security prices. The decline in stock prices 
from the recent highs has reduced the quoted value of indi- 
viduals’ stock holdings, though for this year holders will re- 
ceive a record volume of dividends. As indicated in the 
October Survey, profits have not advanced this vear de- 
spite higher dollar sales, but a larger share of earnings has 
nevertheless been paid out to stockholders. 

The drop in stock prices from the July 1957 peak through 
mid-October amounted to one-sixth as measured by the SEC 
composite index. The reduction canceled the gains of the 
However, prices have steadied since mid- 


preceding 2 years 
50 percent above those pre- 


October at levels better than 
vailing at the start of the long market rise in 1953 

Individuals were also affeeted by the tightness of money 
markets in 1957, not only through inereased interest returns 
and shifts in the comparative attractiveness of investments, 
but also through the changed terms at which they were able 
to borrow money for investment purposes. The latter factor 
probably had its greatest incidence in the housing market 
Government-supported mortgage programs were further 
restricted by market conditions in 1957, with the more 
liberal VA program most affected. Recent VA appraisal 
requests for new home financing were off 70 percent from a 
vear ago and were less than one-tenth of their peak 1955 
volume. 

FHA mortgage financing also remained relatively low, 
although the downtrend underway since 1955 was arrested 
this past spring and summer. Home-purchase financing of 
the conventional type was well sustained this past vear 
despite the fact that terms were not so liberal as in earlier 
years. It may be noted that despite the somewhat more 
restricted availability of borrowed funds, personal indebted- 
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ness increased in 1957 at a rate which was exceeded only in 
1955 and 1956 


Record asset holdings 


Consumers have been adding to their physical and financial 


assets at a near-record pace in 1957. Continuing the 


tendency of reeent vears, net new purchases of marketable 
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securities have been especially pronounced, and ownership 
of savings accounts in financial institutions has also been 
stepped up considerably. 

Additions to cash currency and checking  ae- 
counts—were relatively small over the past several years, 
and this trend appears to have continued in 1957. 

Ownership of physical assets—housing and business assets 
of entrepreneurs—has again expanded but not so rapidly as 
in either 1955 or 1956. 

The following review presents in greater detail recent 
changes in the general financial position of individuals 
through June, the latest period for which this detail is avail- 
able. For comparison with prior vears, changes in the first 
half of 1957 are, where possible, adjusted for seasonal 
influences and presented at annual rates. Despite the 
difficulties involved in making such adjustments, the figures 
are clearly indicative of the general tendencies. 


assets 


Growth in Financial Assets 


Individuals increased their net equity in physical and 
financial resources by almost $20 billion on an annual rate 
basis in the first half of 1957 (table 1). This experience was 
carried over into the final half of the vear, according to 
recorded estimates for the third quarter and still preliminary 
and incomplete information for the later months of the vear 
Thus, for the second vear in a row personal saving was at or 
close to its postwar high 

Qut of their higher incomes in 1957, individuals spent a 
slightly higher proportion—though not significantly so. This 
contributed to the generally rising sales in retail and other 
consumer markets. In the longer term perspective indicated 
by the accompanying chart, personal saving in the 1956-57 
period has been broadly in line with Incomes, having re- 
covered from the drop stemming from the exceptional buving 
of consumer durables in 1955. 

The pattern of saving in 1957 has been broadly similar to 
that of 1956. Individuals increased their accumulation of 
the more liquid tvpes of assets but this Was largely olfset by 
relatively smaller additions to ownership of physical assets. 
The use of borrowed funds last vear was almost as heavy as 
in 1956, with net mortgage financing moderately lower, 
consumer short- and intermediate-credit expansion about the 
sume, and the net increase in other indebtedness somewhat 
ereater—chielly in connection with operations of unincora 
porated business enterprises. 


Marketable security purchases larger 


Reflecting in large part the record issuance of net uew 
corporate see urities, individuals added to their holdings of 
marketable securities at an annual rate of S11! billion in the 
first half of 1957—by far the largest total on record and sub- 
stantially above the 1956 peak. Preliminary indications are 
that the volume of such savings fell off in the latter part 
of this vear, but there seems litthe doubt that the Increase In 
individual holdings of these securities in LQ57 will be the 
argest on record 

Personal holdings ol both bonds and stocks were expanded 
in the first half of 1957 compared with net accumulations m 
the comparable period of 1956, Hlowever, in contrast to 
1956, the inerease in bond holdings in 1957 was greater than 
that for stocks 

It should be noted that these savings represent the net 
to securities at current market prices. They do 


addition 
revaluations due to changes in prices of 


not inclide any 
outstanding issues 

The decline in security prices this past vear has reduced 
appreciably the value of aceumulated holdings of these 


securities. Stock prices currently average about one-tenth 
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below a vear ago and about equal to those of mid-1955. They 
remain, however, far in excess of prices prevailing in prior 
postwar years. 

Reflecting the maintained upward pressures on interest 
rates since 1954, prices of outstanding corporate bonds 
dropped about 6 percent in the past vear, but have recovered 
some of these losses in the most recent period of somewhat 
easier money market conditions, 


Shift to savings accounts 


Consumers have accelerated their ownership of savings 
accounts in recent years, the increase being largely accounted 
for by a rapid growth of shares in savings and loan associa- 
tions. Additions to all forms of savings accounts—at these 
associations as well as commercial and savings banks—-were 
at an annual rate of $11 billion in the first half of 1957, $2 
billion more than in 1956, almost double the annual average 
in 1950-55, and roughly three times the net accumulation 
in the early postwar period, 


Table 1.—Components of Personal Saving 
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To some extent this advance of savings accounts probably 
represents a shift from U.S. savings bonds, which are re- 
deemable at par plus anv accrued interest The value of E 
and H savings bonds held almost entirely for individuals’ 
accounts was little changed this past vear as the interest 
accrued on outstanding issues continued to mount, offsetting 
the somewhat lowered sales and increased redemptions 
Total holdings of these securities currently amount to over 
$41 billion, on which interest is accruing at an annual rate 
of slightly more than $1 billion. 

Sales of smaller denomination Ke and 1] Issues appear 
have held fairly firm this past vear, while purchases of the 
larger type bonds fell below a vear ago 
redemptions from 1956 to 1957 appears to have 
both the smaller and larger denominations. 

Other savings bonds series k, Cr, J. and Ix ure he ld 


both by individuals and by institutions and other organiza- 


to 


The Inerease Mm 
is oly ( dl 





14 SURVEY 


sums 
substan- 


with sizable 


OWTLeTS 


tions, generally speaking by those 
available in new saving. These 
tially reduced their holdings of such securities in recent 
years, with redemptions rising to almost $4 billion in_ the 
past 12 months, $1 billion more than in 1956. Sales of these 
issues were discontinued last April, but they had already 
fallen off sharply in 1956 and 1957. The value of issues 
still outstanding in late 1957 amounted to $114 billion, of 
which somewhat more than half is owned by individuals. 


have 


Table 2.—Insurance and Pension Programs 
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The 1957 liquidation of savings bonds other than E and 
H issues was about evenly divided between personal and 
other holdings; most of the increase in redemptions from 
1956 was, however, in accounts owned by individuals. It 
may be noted that the previous owners of these liquidated 
securities may have shifted not only to savings accounts 
but also to marketable securities. 


Insurance continues expansion 


Insurance continues to be one of the principal growing 
forms of institutional saving of individuals, although the 
rate of increase in early 1957 did not quite n atch the pace in 
1956, when individuals added $5 billion to their private 
table 1). The insurance line in table 1] 
insurance and insured pension 


insurance reserves 
includes only private life 
plans. It does not cover government insurance plans, hor 
does it include uninsured private pension plans. Govern- 
ment imsurance and pension funds are treated as savings of 
governmental units in the national income accounts; the 
saving represented by non-insured private pension funds as 
measured for purposes of table 1 shows up as increases in the 
respective assets accumulated by these plans. 

Table 2 presents details on all major programs which are 
also basically aimed at insuring the future economic security 
of individuals. It mis be seen that while life policies con- 
stitute the major form of private insurance, savings in the 
form of corporate non-insured pension plans have grown at a 
rapid rate in the postwar period. Individuals’ equities in 
such plans have been increasing at an annual rate of $2.8 
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billion in 1957. This compares with newly accumulated 
equities of $2.4 billion in 1956, and is about double the rate 
of accumulation in 1951. At the end of World War IT, these 
plans accounted for well under $1 billion of saving, while in 
prewar years the annual increase in reserves was probably 
less than $100 million a vear. 

To fill out the picture of provisions being made for future 
security, it is necessary to note the greatly expanded role of 
government programs, mainly those of the Federal Govern- 
ment. Social security, civil service, railroad retirement 
and similar programs are currently adding to reserves held 
for the people of the nation at a rate of $3 billion a year 
While the 1957 increase in Government insurance and 
pension reserves is off slightly from that of the early postwar 
period, when net accumulation of assets in servicemen’s life 
insurance funds was still abnormally high, it is more than 
double that provided by the net annual inflow of funds prior 
to World War II. At the present time roughly 11 million 
beneficiaries are receiving monthly payments under the 
Federal Old-Age and Survivors Insurance programs, with 
the total annual benefits in excess of $7 billion. These 
compare with 9 million beneficiaries and $55 billion of 
benefits in 1956, 


Investment in Fixed Assets 


Largely because of a moderate decline in nonfarm resi- 
dential construction activity, the rate of individuals’ gross 
investment in physical assets appears to have been slightly 
reduced from 1956 to early 1957, and with depreciation 
allowances higher, the decline in ret investment was of 
moderately evreater magnitude (table 1). Individuals’ im- 
vestment in physical assets other than mains 
fixed facilities and inventories of unincorporated business- 
men—held fairly even in the first half of 1957 at the near 
record rate of $15 billion in the preceding vear. The peak 
rate of such investment was reached in 1955 when $17 
billion was added to fixed facilities and stocks of coods 
owned by unincorporated business firms. 


housing 


Housing activity lower in 1957 

Gross investment of individuals in nonfarm housing 
amounted to an annual rate of $13 billion in the first half of 
1957—S$1 billion, or 7 percent, below 1956 and $2'5 billion 
less than in the record year 1955. The rather steady decline 
in housing construction after 1955 tapered off last spring 
and it now appears that activity in the second half of this 
vear will be moderately higher than in the first 6 months 

Since May housing starts have been at a seasonally ad- 
justed annual rate of one million units, 7 percent above the 
winter low. By November the yvear-to-vear drop in starts 
had narrowed to 3 percent. For the first 11 months of this 
vear, the number of units was slightly under the rate of a 
million a year, compared with a total of 1.1 million in 1956. 


Factors in the postwar housing market 


Since 1950, the high volume of residential construction 
has been largely attributable to the vast requirements for 
housing involved in a growing population and shifts in 
centers of residence, needs which have been made effective 
by steadily advancing incomes, available funds, and easier 
financing terms. 

The population of the Nation has grown at a rate of 2.7 
million, or 1%; percent, a year in the postwar period. Over 
the past decade the number of families and unattached 
individuals has expanded at an annual average of close to 





iber 1957 


one million, with the rate of expansion in the more recent 
vears some vhat lower 

Persone! income of these families has also increased, from 
an average of $4,100 in 1947 to over $6,000 this past vear. 
One-fourth of this 50 percent increase In per family income 
represented a gain in real purchasing power 

During the early part of the postwar period, normal de- 
mands for housing associated with population growth were 
demands of many families who were 
with relatives because of war-en- 
still inadequate financial 
require- 


augmented by the 
required to “double up” 
housing shortages or 
resources sy the early 1950's these abnormal 
ments had been met for the most part. However, as the 
size of families grew, as incomes continued to mount, and as 
financing terms became increasingly liberal, the demand for 
new and larger accommodations continued heavy through 


cendered 


1955. when 
purchased new housing 
The liberalization of housing eredit in this period was made 
effective in two ways —a general easing of terms and a relative 
shift to Government-supported financing, which was typically 
more liberal than the conventional form. 
The long-te rm trend | 


a secondary postwar peak was established in 


towards easier terms was tem- 
porarily halted by controls instituted in the Korean period, 
and perhaps also for a short period in the relatively tight 
capital markets of early 1953; but by 1955 mortgage finane- 
ing was the record. In that vear, about 30 
percent of the 1.3 million private housing starts were under- 
taken under the VA program and an additional 20 percent 
used FHA financing. The same total number of units 
had been started under Government programs in the peak 


wsiest) on 


vear 1950, but at that time the relative positions of the two 


programs were reversed 

During the peak of the VA program in 1955. 40 percent 
of the loans involved no downpayments and 70 percent 
Under such 


were on a 25-vear or longer maturity” basis 
installment 


terms many households found the monthly 
requirements less than required for rented quarters. 


Curtailment of Government programs 


cident: Will Te y ehing of Money market condi- 
LQ55, federally supported housing 
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activity was sharply curtailed. Both FILA and VA programs 
declined sharply. At the end of 1956, the maximum limit 
on FHA interest charges was raised to make such financing 
more attractive to lenders, and it appears that the decline 
in this program was halted by last spring. Since the 
summer applications for FHA financing of new homes have 
been running well above a year ago and about equal to 
those received in the latter part of 1955 

The VA program has moved continuously downward 
since 1955, and in the most recent period the volume of VA 
financed mortgages was the lowest since the period of 
Korean credit controls. After allowance for seasonal 
influences, VA appraised requests this past summer and fall 
would account for slightiv more than 100 thousand new 
dwelling units a year. Combined with units seeking FHA 
financing, the total Government-supported 
financing since mid vear were equivalent to an annual rate of 
close to 400,000 units, compared with 370,000 in the first 
half of this vear, and an annual total of 600,000 in 1956. 


requests for 


Recent easing steps 


Several steps were taken in late 1956 and this vear to 
alleviate the tightening mortgage situation. As already 
widicated, the FHA maximum interest rate lumit was raised 
last December from 4', to 5 percent to bring it more closely 
wm line with money market rates. Under the omnibus 
housing law passed last July. the rate was further increased 
to 5‘; percent in August. At the same tume, lewer down- 
payments were permitted which had the effect, for example, 
of reducing initial cash payments from $2,200 to $1,200 on 
housing with an appraised value of $16,000.) The monthly 
mortgage iiterest and insurance paymentson sucha unit would 
be increased from roughly $80 to SSS assuming a 30-vear loa 
The maximum maturity schedules for both FILA and VA 
loans had been previously lengthened to 3O Vears early 
1956 as a step towards easier borrowine terms. 

Support to the mortgage market by the Federal National 
Mortgage Association was further buttressed by the Housing 
Act of 1957. Already under the terms of legislation passed 
in 1056, this Association (‘Fannie Mav") had stepped up its 
activity late im that vear and in early 1957. This vears 
inereased the funds avaiable f 


legislation substantially fo 


Table 3.—Consumer Short- and Intermediate-Term Consumer Installment Credit 
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this support, and in the first 10 months of the year mortgage 
purchases totaled almost $1 billion, more than double the 
amount in the comparable period of 1956. Authorizations 
and commitments to purchase showed an even greater 
increase Over a year ago. 


Growth of Personal Debt 


The accumulation of physical assets by individuals in the 
postwar period has been accompanied by an expansion of 
indebtedness. The pace of this expansion was moderated 
in 1956 and again in 1957, mainly as a result of the somewhat 


abated demands for new housing. 


New mortgage financing 


New mortgage recordings of $20,000 or less amounted to a 
seasonally adjusted annual rate of $24 billion in the first 10 
months of this vear, one-tenth below the comparable months 
of last Vear The dollar volume of conventional loans thus 
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far in 1957 has been only slightly below a year ago, and for 
the more recent period was running ahead of last year's 
figures. 

The 1957 decline in mortgage lending centered in’ the 
Government-supported programs, with VA loans volume 
off 30 percent from a year ago and FHA recordings down by 
a lesser amount—the difference being due to the more re- 
cently improved showing of the latter loans. 


Average loan size larger 


The lower dollar volume of mortgages was for the most 
part ascribable to the fall in number of new loans made in 
1957. For the overall recordings figures, the average size 
of loan was virtually unchanged from a year ago, but if 
account were taken of the greater volume of second mortgage 
lending in 1957—with the typically small amount involved 
per loan—the average size of first mortgage loans probably 
would show an increase. It is known, for example, that 
downpayments averaged slightly lower on VA and FHA 
loans in 1957, reflecting the reduction in requirements 
introduced in 1956. Moreover, the average value of new 
hoi purchased in 1957 was somewhat higher than last 
vea., in part due to higher costs and in part to the effect of 
upgrading which has been a feature of the housing market 
in the last several Vears, 

Payments on the principal of outstanding 
have risen steadily over the postwar period, mainly reflecting 
the steady growth in the outstanding volume of indebtedness 
The net effect of mortgage lending and r puy- 
in outstanding 
vear 
aw rise of almost $11 billion last 


mortvage debt 


see chart). 
ment developme nts his hye Cha continuing rise 
debt which at the present time is $S 
ago. This compares with 
vear and $12'5 billion in the peak expansion of 1955. It is 
clear, moreover, that mortgage debt may be 
rise for some time to come. This follows from 
rise in debt up to the present time and the 
written ! 


billi nh above il 


expected to 
the conti ny 
rather leng 
schedules which are mito existing Con 


repayviment 
tracts. 


Consumer credit pace maintained 
The peak of consumer borrowing occurred in Und 


the impetus of greatly liberalized terms ane 
large purchases of new automobiles in that vear, 


wl 
ONCE ptionally 
COUSUMET 
fifth \s 


loan financing ac- 


eredit outstanding increased by ah billion, or one 


may be from table 3, installment 
counted for all but $1 billion of the rise 
Consumer credit expansion has moderated 


from this 1955 experience, with the increase 
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> ibstantially 
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LIQUID ASSETS of Individuals 
Reached a new high in 1957 
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tained at a fairly steady annual rate of $2}, billion over most 
of 1956 and through October of this year. The reduced 
rate of expansion has stemmed not from a decline in new 
credit extensions, but from the continuing advance in re- 
payments. 

As may be seen from the chart and table 3, new install- 
ment loans made in the first 3 quarters of this year were at 
a seasonally adjusted annual rate of $42 billion, a new record 
for such lending activity—$2% billion above 1956, and $3 
billion higher than in 1955, when the physical volume of 


448774 57 3 


SURVEY OF CURRENT BUSINESS 


consumer durable goods purchases was at its all time high. 
Reflecting the previous sharp rise in outstanding debt, 
repayments were also at a new high in the first 9 months 
of 1957, when the annual rate of $40 billion was roughly 
$3 billion above 1956 and $6 billion higher than in 1955. 
The continuing record rate of new installment lending in 
1956 and 1957, despite some reduction from 1955 in the 
physical volume of goods purchased on time, reflected 
Prices of these goods in 1956 and 1957 


several influences. 
were higher, a larger proportion of consumers used “time’ 
accounts, downpayments were somewhat lower, maturity 
terms were longer, and servicing charges were higher on the 
average than they were in 1955, 


Credit and the new car market 


Some of these developments may be more clearly outlined 
from information available on new car markets. As back- 
ground for this discussion, it may be pointed out that over the 
past 2 vears prices of new cars have risen, so that dollar out- 
lays by consumers have not fallen proportionately as much 
as the volume of automobile purchasing. 

The number of credit buyers of new cars appears to have 
fallen off somewhat this year. While total sales of new cars 
have approximated the 1956 volume, credit purchases have 
accounted for two-thirds of the total sales this year, com- 
pared with 70 percent in 1956. However, it may be noted 
that 1956 was the peak year in terms of the relative influence 
of the credit buyer. In 1955, these buyers represented 
slightly more than three-fifths of the total. 

More than offsetting the somewhat lessened proportion of 
credit purchases in 1957 has been the tendency toward some- 
what longer average maturities. When coupled with this 
development, the trend to higher servicing charges has also 
served to raise the initial loan ammount appreciably. 

It appears that credit buyers are increasingly availing 
themselves of contracts calling for 36-month maturities. 
This is a continuance of the tendency to stretch out payments 
which became quite pronounced once “Korean” credit regu- 
lations were removed in 1952. As late as the first half of 
1954, according to a Federal Reserve Board survey, one- 
third of the new auto loan contracts stipulated 30-month or 
longer maturities, with 7 percent being for 36 months or more. 
By the latter half of 1955, two-thirds of the contracts were 
written on a 30-month or longer basis, and one-fourth were 
for 36 months or more. While the continuing shift to longer 
maturities was probably not so rapid in the more recent pe- 
riod, it is likely that at least three-fourths of 1957 auto loan 
contracts involve 30-month or longer terms and perhaps one- 
half called for final repayment in not less than 36 months. 


Current Financial Position 


To summarize the financial position of consumers at the 
present time, these would seem to be the highlights. 

Individuals have the largest volume of financial and physi 
cal resources on record, and recent growth of these assets 
would seem to be broadly in line with the growing value of 
the Nation’s output and income. 

The debt used in the acquisition of these assets is also of 
record proportions. While it has risen at a more rapid rate 
than assets over the postwar period, the differential relative 
change was In part a reflection of the exceptional financial 
position of consumers at the end of the war when they held a 
very high volume of liquid assets and low debt obligations 
The current position is, however, also a reflection of institu 
tional changes which made borrowed funds more readily 
accessible to the consumer and especially to the home buyer 
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Business | nventory Movements in 1957 


Business moderately increased the volume of its In- 
ventory holdings in the first 3 quarters of 1957 with some 
liquidation OccCUrTIng il October The Ss] billion annual 
rate of rise for the first 3 quarters contrasts W ith aecumula- 
1955 and 


tions of $4 billion and $5 billion, respectively, in 
1O56 

With overall business sales currently at rates little different 
hoo 


from a year ago, the moderate increase 0 ventory 
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steadily over the past year; accumulatior 
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buying and declining 


crude materials | , purchased 
material stocks this year have shown only rin lhecrease 
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Durable-goods stocks 


Durable-goods prod vers’ Miventories have been histori- 
cally more volatile than those ol nondurabl roods malu- 
facturers mn INVentlory eXpansions and Contractions This 
is a reflection of the wider fluctuation in production and sales 
Their recent behavior proved no exception 
durable-goods firms 


ol such coods 
Book values of inventories held by 
inereased $7 billion, or one-third, from October 1954. to 
December 1956; those of nondurables rose $2.6 billion, or 
one-sixth. Since December the $1 billion growth in inventory 
book values ol durable-goods producers accounts for about 
three-fifths of the Inerease in factory stocks 
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Most of the rise in book values for the durable-goods 
group occurred during the first 6 months of the vear; inven- 
tories since July have held close to $31.3 billion. Sales 
dipped during the first half, picked up a bit during mid- 
summer and then edged off a little 

Both the character and the behavior of ventory holdings 
by durable woods producers have been affected by the pres- 
earmarked = for production The 
generally higher stock-sales ratios for defense goods reflect 
thei than average fabrication requirements It 
should also be noted that these inventories are generally 
military contracts and not subject to risks 


ence of} voods defense 


ereatel 


ouaranteed 
due to changes in market demands. 

Information is not currently available to ascertain the 
proportion of ventories held to complete defense contracts 
Then has deelined since the end of 
Korean are still an uppre inble 
factor in’ th ventory Defense inventories are 

trated in the transportation 


largely coneen 
(parti ularly aircraft) and electronics industries 


relative 
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portance 
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Finished goods dominate recenl changes 


Half of the SI billion seasonally adjusted rise in factory 
stocks thus far in 1957 has occurred in stocks of goods ready 
or shipment. The 
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and total inventories peaked in the fall, while stocks of 
finished goods did not turn down until April 1954. This 
experience, \ hich was true of both durable- and nondurable- 
goods industries, was a repetition of developments in the 
previous downturn in 1948-49 

Finished coods held by durable-goods producers accounted 
for $700 million of this group’s total increase of $1 billion 
in the 10 months ended in October Most of the major indus 
tries have contributed to the recent rise, although the bulk 
of the dollar increase is attributable to. thi electrical ma 
chinery, primary metals, and nonautomotive transportation 
equipment groups. Last vear, most of the growth was in the 
former two industries and in nonelectrical machinery 

About one-third of the book value rise nondurable- 
goods producers’ inventories since the end of 1956 has been in 
finished-goods stocks—although neither this component nor 
the total has shown any further rise since midspring. Most 
of the finished-goods rise in 1957 has occurred in petroleum, 
us compared to a rather widespread industrial advance In 
these types of stocks last vent 


Purchased materials 


Stocks of raw and purchased materials rose slightly in the 


opening months of 1957 and, since May, have shown little 


further movement in either the durable- or nondurable-goods 
sectors The se stocks are It lative ly riers subj etl lo manage 


ment control and adjustments ean usual be made q ti¢ kly 
awn supply condi- 
to inventory 


Business mnticipations of hear-tern price 
probably not conducive 
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building, and decisions as to material p 


tions at this time are 
chases are most 
likely to be dependent on planned output rates 

Purchased materials stocks are being reduced in durables 
where metal fabricators have for many months been partially 
Maihitamineg 
nonferrous metals through drawn i inventories on 
hand Primary I the only 
hard-goods industry currently hold more purchased 


materials that at the bei Hl of th Ven! Stocks of 


their consumption of steel and most types of 


metal producers hu mselves are 
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scrap iron and iron ore at the furnaces have risen substan- 
tially 


Goods-in -Process § tocks 


To il large extent, movements in goods-in-process stocks 
are related to output changes and are therefore fairly well 
under contrel of thre producer However. sinee production 
lead-times are a prime determinant of the relative volume 
of goods-in-process, the ratios of these stocks to total inven- 
tories and to sales vary widely by industry; a change in 
product-mix thus affects the ratio of aggregate goods-in- 
process to overall stocks or sales. The latter characteristic 
becomes quite appreciable with the occurrence of significant 
changes in the output of items of defense procurement and 
of producers’ durable equipment which typically require 
longer than average fabrication schedules 

Primarily as a result of this latter factor, voods-in-process 
stocks of durable-goods producers have risen this vear despite 
some weakening in sales and output. Most of the increase 
has occurred in the machinery and aircraft industries where 
sales until recently have been in a more favorable position 
than for durable-goods industries as a whole. In more recent 
months, the reduction in aircraft procurement and the level- 
ing of investment in capital goods have been important in 
reversing the trend in roods-in-process inventories These 
stocks at the end of October were $400 million below August, 


Manufacturers’ Inventories by Stage 
of Fabrication 


Finished goods account for most of this year’s 
moderate growth in factory stocks 
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Fable 2.—Ratios of Manufacturing and Trade Inventories to Sales, 
1955-37 } 
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and a similar amount above last December, after seasonal 
allowances 

The significance of defense goods-in-process stocks in the 
current situation can be seen by examination of the aircraft 
industry, where perhaps two-thirds of current output is for 
United States military customers. Aircraft companies now 
hold about one-fourth of all goods-in-process stocks of 
durable-goods producers, as compared to one-eighth just 
prior to Korea. While sales of these companies have also 
risen relative to those of other hard-goods producers, more 
than one-third of the increase i the ratio of woods 1i-process 
to sales over this period is directly attributable to this 
industry. 

In nondurable goods 
of considerably lesser Importance the ratio of such stocks to 
sales is lower than in any period except 1955 and 1956 


where COOUS-In process slo ks ure 


Differences in Industry Trends 
Phe aircraft and machinery industries, under the impetus 
rf the creatly enlarged market for deft nse and capital roods, 
have been in the forefront of the 1955-57 rise in industrial 
activity, and their inventory ts have for some 
time been the major factor in inventory movements These 
reduced as capital una 
defense spending programs leveled off Thus, while the 
equipment and maéhinery 


requireme 
requirements, however, have been 


nonautomotive transportation 
industries accounted for nearly two-thirds of the rise in total 
durable-goods inventories in the first 10 months of 1956 and 
about half the rise in 1957, the dollar aggregate book value 
increment for the two industries in these periods was $2); 
billion and 4 billion, respectively. In September and 
October, some stock liquidation occurred in these areas 

The nonautomotive transportation equipment industries 
have borne the brunt of the shifts and slowdown in. the 
placement of defense orders, and the stretch-out in 
procurement These developments and, to a 
lesser extent, a delivery rate well in excess of incoming new 
orders have cut sharply into last high backlogs 
Unfilled orders held by these companies began declining 
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early this year from a peak of $21 billion, dropping $2 billion 
by midyear and another $2 billion in the ensuing 4 months. 

Deliveries by the nonautomotive transportation equipment 
group in the first 10 months of 1957 were about 20 percent 
larger than in the similar period of 1956, while inventories 
rose by a much lesser proportion. Inventory-sales ratios 
this year were below year-ago rates through September, but 
in October moved back to the October 1956 rate. Because of 
the long production period required for products of these 
companies, the industry has the highest stock-sales ratio of 
any of the durable-goods industries—currently about 3}; 
months of sales. 

Inventory accumulation by nonautomotive transportation 
equipment producers—as for durable-goods companies as a 
whole—was confined to the first 7 months of the year. The 
end-of-October book value figure of $4% billion was a little 
under the midsummer high. The leveling out of the inven- 
tory rise in recent months is largely due to the adjustment 
of defense procurement schedules 


Machinery groups start to diverge 


The machinery industries, which comprise suppliers of 
capital goods and of a wide range of consumer durables, 
afford a clearer example of a shift in inventory trends than 
do other manufacturing groups. In the first 10 months of 
1956, the nonelectrical machinery group increased book 
values of stocks $1 billion; in the similar period of this vear 
the rise was one-fifth as much. For electrical machinery 
firms, there was a $15 billion increment in the first 10 months 
of 1956, and a small net decrease in 1957 

The inventory liquidation in the eleetrieal machinery 
group—the book value high of $4 billion having been reached 
early this year—was accompanied by a sales rise. 
quently, stock-sales ratios have declined throughout 1957 to 
a current rate of 2.2. The inventory position of the group 
appears quite favorable—particularly in light of its backlogs 
which, contrary to the general contraction in the durable- 
goods industries, have edged up this vear. This rise is 
largely attributable to the continuing high capital expansion 
programs of the electrical utilities. Despite the substantial 
advance in shipments, unfilled orders-deliveries ratios have 
held rather constant at about 5's months for 3 years. 

Sales of the generating and transmission equipment 
segment of the industry have expanded throughout 1957, 


( ‘onse- 


Table 3.—Manufacturers’ Inventories by Stage of Fabrication. 
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and unfilled orders have also risen since the first of the vear. 
These companies have held stocks relatively unchanged this 
vear after a small increase during the corresponding period 
of 1956. Book values of radio, television and communica- 
tions equipment producers also have been rather stable this 
year. This group’s backlogs have eased off in 1957 but 
sales have improved somewhat. 

The maturing of the 1955-57 capital goods boom has 
resulted in a leveling in the value of deliveries by nonelec- 
trical machinery manufacturers this year, following their 
large advance. Book value of inventories continued on a 
very gradual uptrend until July of this vear and then dipped 
fractionally; stock-sales ratios have gradually moved up. 

Suppliers of nonelectrical machinery have been working 
off backlogs of outstanding orders, which are down to 3.5 
months of sales as compared with 4.3 months at the beginning 
of the vear. The decline in unfilled orders—both in aggregate 
and in their relation to deliveries—has been somewhat 
sharper in the industrial machinery segment of the industry 
than among producers of other types of nonelectrical equip- 
ment. 

Within the industrial machinery industry, the drop has 
been most pronounced among machine tool and other metal- 
working equipment producers. Sales and orders of general 
purpose machinery manufacturers have shown considerable 
stabilitv this vear at rates somewhat above last vear. In- 
ventory-sales ratios are about the same as a year ago, with 
the rise in sales matched by a moderate increase in stocks. 

The nonindustrial machinery group—including manufac- 
turers of agricultural implements, construction, office, and 
store machinery, and household equipment—increased in- 
ventory book values slightly this vear. With sales off, the 
stock-sales ratio has risen somewhat from a vear ago. The 
household machinery industry was an important exception 
to the movement in this group, as here ratios declined under 
inventory liquidation accompanied by generally stable sales 
Some market weakness in major appliances last winter and 
spring had led to an early adjustment and inventory book 
values declined sizably this vear 


Primary metals stocks rise 


The primary metals industry affords the one durable-goods 
case where the increment in book values during the first 10 
months of 1957 was as large as in the corresponding period of 
last vear. Sales have also been higher than in 1956, as a 
result of the rise in the iron and steel group where this year’s 
more favorable comparison is attributable to higher prices 
and the effect of last vear’s work stoppage 

The rate of operations in both the steel and the nonferrous 
portions of the industry has been declining this year. New 
orders have declined even more, and unfilled orders have been 
reduced both absolutely and relative to sales. Inventory 
book values of steel companies have continued to rise, while 
those of nonferrous metals companies have shown little 
change in recent months. The combined group’s inventory 
book value has increased $'s billion this year. Stocks repre- 
sented 1.5 months of deliveries a year ago and now are the 
equivalent of 2.0 months. 


Automobile manufacturers lower stocks 


Stocks held by automobile manufacturers have played a 
lesser role in inventory developments in 1956 and 1957 than 
in the preceding few vears. This has been partly due to a 
reduced participation in defense work and to more stable 
passenger car output as compared to the 1953-55 period. 
Inventory movements in this industry generally closely 
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follow sales trends with little lag. 
sales in the first three quarters of 1956 was reflected in an 
inventory book value decline. For the corresponding period 
of 1957 there was practically no net change in motor vehicle 
producers’ inventories; seasonally adjusted sales dipped dur- 
ing the second quarter but moved up a little in the third 


Thus, the downtrend in 


quarter. 

Inventory-sales ratios, which historically and currently 
are among the lowest of the durable-goods industries, are 
now equivalent to 1.7 months of sales; the ratio this year 
has been below the corresponding period of 1956. 


Nondu rable-goods stocks 


Most of the moderate rise in book values of nondurable- 

goods producers this year occurred during the first quarter. 
Since midsummer there has been practically no change in 
inventories for the group, with book values at the end of 
October the equivalent of 1.6 months of sales at the October 
‘rate. This ratio was slightly above a vear earlier, 
For a number of industries within this group, such as 
paper, chemicals, and rubber, inventories and sales have 
fluctuated within rather moderate ranges this year. Stock- 
sales positions at the end of October were about the same as 
a vear ago 

In the petroleum industry, inventories have gradually 
moved up during 1957 so that the rise in book values this 
vear was about equal to that in the corresponding period 
last vear. Sales for the group have been declining since 
their peak rate early this year, when Suez developments 
were a temporary demand factor. 

Two nondurable-goods industry groups—food-beverages 
and textiles——have effected a small reduction in book values 
of stocks since the end of 1956. For food and beverage 
producers, sales have held relatively stable this year and 
stocks are a little lower relative to sales than a year ago. 

Sales in the textile area have shown tendencies to slide 
since early in 1956, though this has been minor in the past 6 
months. Since then the industry has made several adjust 
ments in production in order to bring inventories in line with 
demand. Stock-sales ratios are currently 2.6 months as 
compared with 2.3 a year ago. Unfilled orders held by 
textile manufacturers have contracted by nearly a fourth 
since the beginning of the vear. 


Current Position of Trade Inventories 


Retail sales in 1957 moved generally upward through mid- 
summer; in recent months they have eased off. Sales this 
fall have been about 5 percent above a year ago, with larger- 
than-average relative dollar increases in gasoline service 
stations, eating and drinking places, grocery, drugs, and 
department stores. The lumber-furniture-hardware group, 
including household appliances and radio stores, has shown 
no improvement from year-ago dollar volume. 

In view of this changing sales pattern, retailers generally 
have been following conservative inventory policies. While 
total inventory book values are slightly above a year earlier, 
most lines of trade have been reducing inventories and, con- 
Retailers’ book values totaled 


sequently, stock-sales ratios. 
billion 


about $24 billion at the end of October, about $! 
above a year ago. 

From the point of view of overall output, the net changes 
in trade inventories have on balance been a neutral factor 
in 1956 and 1957—although swings in dealers’ motor vehicle 
stocks have caused some wide quarterly fluctuations 
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Auto dealers’ stocks higher 


Virtually all of the book value rise in retail inventories 
over the past year has occurred in automobile dealers’ stocks 
This is largely a reflection of an increase in new car stocks 
from their relatively low position last October when an 
extended output slowdown permitted dealers to clear out 
most 1956 models. While the cleanup of 1957 models has 
been progressing well, this vear’s better-maintained output 
rates and a unit sales volume little different from last fall have 
kept inventories above those in comparable periods a year 
avo. Higher new car prices and larger holdings of used cars 
have also contributed. 

Automotive dealers’ book values have risen from about 
1.2 months of sales in October 1956 to about 1.4 months 
this October. This ratio is higher than in most recent veurs, 
with the selling period of the 1958 models ahead 


Stocks of other durables reduced 


In other major durable-goods trades, current sales are 
generally little changed from the fall of 1956, and stocks are 
somewhat lower. Inventory reductions ended last April, and 
Ininor increases have occurred in the past 6 months Weak- 
Hhesses in demand for selected major household appliances 
this spring apparently resulted in some unanticipated 
inventory increases but adjustments have since been made 
The current stock-sales ratio of 2.3 months for furniture and 
appliance stores is the Same as au year ago This Is also 
true of the present inventory-sales ratio of the limber- 
building-hardw are group 


Table 4.—Manufacturers’ Unfilled Orders 
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Turnover of nondurables improved 


Stocks held by nondurable-goods retailers are currently at 
just about Vear-ago rates and stock-sales ratios are lower. 
The book-value increases that have occurred at food and 
drug stores this vear are minor, particularly in view of the 
substantial sales gains. 

General merchandise stores in’ recent 
keeping their inventories pretty much in line with sales. 
Except for short lived changes in the 1953-56 period, stock- 
sales ratios have beld close to 2.4 months of sales. This 
ratio fell during 1957—reaching 2.2 months by the third 
quarter—in response to a small inventory liquidation aud 
a rise in seasonally adjusted sales, which in July and August 
set new highs. Ratios rose in September and October, but 
preliminary sales data for November suggest an improvement 
from Octobec. 


vears have been 
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Department store sales, after running above 1956 rates 
for most of this vear, fell below the corresponding year-ago 
months in September, October, and November. Stocks are 
very slightly higher and stock-sales ratios this fall are some- 
what greater than a year ago. The placement of new 
orders by these stores has been running below vear-ago rates 
since July. Outstanding orders at the end of October were 
about 10 percent below a vear earlier. 

An examination of the detailed figures for this fall indicates 
small year-to-year increases in stocks as weil as in stock-sales 
ratios at most major departments. Exceptions are jewelry 
and silverware and homefurnishings where ratios are the 
same as a year ago. Lmprovement is especially noticeable 
in the major household appliance and in the radio, phono- 
graph, and television departments. Last spring these ratios 
were more than one-fourth above the spring of 1956 due to 
both stock increases and sales declines. In September, sales 
n both departments were above a vear earlier; stocks of 
major household appliances were lower and those of radio, 
phonographs, and television only moderately higher. 
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Wholesalers trim stocks 


Wholesalers as a group have reduced inventory book values 
by about $200 million since the end of 1956-——in contrast to 
successive increases of over $1 billion in both 1955 and 1956. 
This vear’s liquidation has been accompanied by a somewhat 
larger decline in sales—so that stock-sales ratios have in- 
creased. 

There has been a divergency in this year’s experience 
between the durable- and nondurable-goods wholesalers. 
The entire inventory decline has taken place at nondurable- 
goods establishments, where sales have been relatively 
stable—and current stock-sales ratios for these establish- 
ments are below 1956, though still above the 1953-55 rates. 

Sales of wholesalers of durable goods, on the other hand, 
have been declining slowly throughout 1957. Inventory 
book values have been virtually unchanged among the major 
trades—except for establishments dealing in metals where 
a moderate rise has occurred. Stock-sales ratios for durable- 
goods wholesalers are currently higher than in the previous 


} Vears 
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Continue 


The chart on page 17 depicts the postwar trends i 
ownerslup of liquid assets and debt owed by individuals 
Although debt has expanded somewhat more rapidly, it is 
clear that the net equity of individuals in these readily 
available resources has showed continuing major advances 
over the decade 

Table 4 summarizes the current ownership position of 
selected assets relative to income. Savings accounts have 
risen sharply relative to income since 1950. The combined 
eategory of savings accounts and U. S. savings bonds has, 
however, just about kept pace with gains in income over 
this period. While the ownership-income relationship is, as 
might be expected, considerably below that of the end of 
World War II, it is far above the prewar ratio. 

Private insurance equities also up relatively from 1950 
and the end-of-war period——are of somewhat less relative 
importance than in prewar vears, but if account is taken of 
the noninsured pension plans which have shown exceptional 
growth in recent years, assets set aside specifically for future 
economic security are well above prewar, not only absolutely 
but in relation to income. 

Only in the case of cash assets—currency and checking 
accounts -have the recent gains fallen short of the advance 
in income. Additions to these resources have more or less 
consistently been less proportionately than the advances in 
income not only since the end of the war but in the more 
In the broader perspective of the 


recent period as well 
holdings of these 


prewar relationship, however, current 
assets appear to be in line with meome. 


‘f f om page 17) 


Taken together, the assets shown in table 4 were equiva- 
lent at mid-1957 to 125 percent of current income, about the 
same relationship as in 1950. Before the War, the propor- 
tion was less—just under 110. 

Concurrently with the postwar rise in individuals’ in- 
debtedness, net equities in owned resources rose, though at a 
lesser rate. It should be observed that the net equity 


—— (assets less debt) is better than might be suggested 


Vv the debt-income ratios shown in table 4, For example, 
whereas the proportion of mortgage debt to income almost 
doubled in the last 7 years, the increase in the ratio of 
mortgage debt to value of residential properties over this 
period was substantially less—around 50 percent, 

The principal factor in this differential pace of expansion 
has been the generally rising values of residential properties 
which attached not only to newly built housing but to 
existing units as well. In the fluid real estate market con- 
ditions and in the relatively favorable financing enviren- 
ment which prevailed over most of this period, this enlarged 
valuation has permitted larger mortgage loans on both new 
and existing properties. In addition, of course, indebtedness 
grew as downpayments were lowered and maturities length- 
ened. 

The stretching out of debt repayment 
speaking, held down monthly servicing charges to a rate 
fairly well in line with incomes. With interest) payments 
also relatively low in historical perspective, the current 
claim on incomes was maintained at levels which were not 


has, generally 


unduly burdensome. 
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Reeord Business Investment in 1957 
(Continued from page 6) 


Outlays by the electric utilities reflect the record volume 
of generating facilities currently under construction and 
scheduled to be brought into operation in 1958. First quar- 
ter seasonally adjusted expenditures are expected to reach 
an annual rate of $4.8 billion, a rise of more than 60 percent 
since late 1955, which represented the low point in the previ- 
ous decline in this industry’s investment. 

Natural gas pipeline facilities have been an important 
element in expenditures by the gas utilities in the postwar 
period. Because of the relatively small number of major 
pipelines built, and the exceptionally large amounts in- 
volved, this industry has shown a somewhat more irregular 
pattern of investment than is the case with electric utilities. 
Current movements are dominated by the completion of a 
few very large programs. The estimated cost of natural gas 
transmission facilities certificated by the Federal Power 
Commission in the fiscal year ending last June exceeded 
$600 million, a one-third rise over the previous vear, and 
applications pending were still very high as of the same 


period, 


Other nonmanufacturing investment 


The downward drift in seasonally adjusted expenditures 
of the commercial group—in progress since early 1957—is 
continuing, notably in the case of trade firms. There is 
evidence of a flattening in outlays by communications com- 
panies in recent quarters, following 2 years of very substantial 
increase. 

Seasonally adjusted expenditures in the mining group are 
expected to continue to edge downward in the first quarter 
of 1958. As compared with the full year 1956, 1957 shows 
a mixed picture: spending by iron ore producers is down 
sharply, outlays by petroleum and gas firms are slightly 
lower, while expenditures DY producers of coal and other 
minerals evidence a substantial increase. 

Capital investment by nonrail transportation companies 
displays a somewhat irregular pattern since mid-1956, with 
the annual rate of expenditures this year in the neighborhood 
of $1.8 billion. Expenditures by airlines, oi! pipeline com- 
panies, and water carriers In 1957 show moderate increases 
over 1956, while some decreases are evident among trucking 
and motor bus companies, 
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Sources and Uses of Corporate Funds,' 1953-57 
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Internal sources, total 

Retained profits 

Depreciation 
External long-term sources, total 

Stocks 
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Short-term sources, total 

Bank loans 

Trade payables 

Federal income tax 

Other 
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Discrepancy (uses less se 
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1. Excluding banks and insurance companies 2. Less than $50 million 


Source: U.S. Department of Commerce, 


3. Including depletion 


Office of Business Economics, based on Securities and Exchange Commission and other financial data 





Monthly BustNEss STATISTICS 





n 


to the Survey or Current Business. 
monthly averages for all years back to 1929 insofar as available;it also provides a description of each series and references to sources of monthly 
Series added or significantly revised since publication of the 1957 Business Statistics are indicated by an asterisk (*) and a 
SURVBY 


rh 
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figures prior to 1953 
+), respectively; certain revisions for 1956 issued too late for inclusion in the aforementioned volume appear in the monthly 
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Stone, clay, and gla 
Other durable 














Nondurable-goods indu ’ 4, 20 
Food and beverage lo 4, HH 4, 2 
Tobacco lo 
Textile lo 1, 391 1, 192 
Paper 959 89 


Chemical 
Petroleum and coal 
Rubber lo i 4" 
Other nondurable-goods ir tr , 73t 
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Sales, value (seas. adj.), total 
Durable-goods industries, to 


Primary metal 2 2 
Fabricated metal is 1, 4s 
Machinery (includir t 4 s 
Transportation equipment t 

vehicles f t 
Lumber and furniture io 


Stone, clay, and gla 
Other durabl Is industric 









Nondurable-goods industr total lo ' st 
Food and beverage ) #6 
Tobacco ) 
Textile 
Paper 5 SSS 


Chemica! 

Petroleum anc 
Rubber 
Other 








Inventories, 1 
Book value (nnadju 
Durable-goods indu 
Primary meta 
Fabricated met 


Machinery 





Transportat equip t ™ 
vehicle 

Lumber and fur ‘ 

Stone, clay, ar ) 


Other durable ( lustr 2 
By stages of fabricat P¢ 

Purchased mater 

Goods in proce 
Finished good ( 








Nondur 


Food and beverage 








Tobaceo . a 
Textile 0 2, 562 2, 58 
Paper ! l 1 l 
Chemical iN7 
Petroleum and coal M 2 
Rubber le 4 
Other nondurable-goods industri lo 2. &S 2 
By stages of fabricatior 4 
} fd & 4 s 


Purchased material 
Goods in proce 
Finished goods 






Inventories, end of mont 








Book value (seas. adj.), total n - g 
Durable-goods industries, tot : 232 
Primary metal 1 R24 % 
Fabricated metal] 197 
Machinery (ineluding electrical] i 204 104 
Transportation equipment 
vehicle n of dol 7 552 { 
Lumber and furniture lo RY9 1. ag 
Stone, clay, and glas lo 148 1. 168 
Other durable-goods industri le 2 395 2 418 


By stages of fabricatior t 
Purchased material 
Goods in process 

Finished goeds 





Nondurable-goods industri 
F 








Food and beverage do 4, St $514 
Tobacco io QTR 1 29 
Textile io 2, 676 2, 674 
Paper oO 1, 328 ] s 
Chemical do 58 582 
Petroleum and coal do 3, 204 3, 188 
Rubber do 1,044 1, 035 
Other nondurable-goods industr lo 25 137 
By stages of fabrication:t 
Purchased materials bil. of dol R. S. 
Goods in process lo 0 29 
Finished goods do 10.0 10. 1 


* Revised, $Data beginning January 1953 appear on p. 20 of tt 
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GENERAL BUSINESS INDICATORS—Continued 
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MANUPACTURERS' SALES, INVENTORIES, 
AND ORDERS — Continued 
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PRICES RECEIVED AND PAID BY FARMERS 


1910-14 = 100 


Poultry and eggs 
Wool 
Prices paid 
All commodities and services do 
Family living items do 
Production items do 
and services, interest, taxes, and 
191+ 14= 100 


All commodities 
wage rates 


Parity ratio® do 





81 
* Revised §Corrections of March 1955 new orders figures in 1957 BusINEsS 
total manufacturing, 26,810; total durable goods, 13,538; machinery, 3,885 
goods industries are zero 
& Bradstreet, Inc 


paid 


xD 


Statistics (mil.dol.): Unadjusted—total durable goods, 14,755; machinery, 4,093 
qFor these industries (food, beverages, tobacco, apparel, petroleum, chemicals, and rubber 


. seasonally adjusted 
¥ Includes textiles, leather, paper, and printing and publishing industries; unfilled orders for other nondurable 
*New series; based on number of concerns listed in Dun & Bradstreet Reference Book 
including interest, taxes, and wage rates 


, Sales are considered equal to new orders 
Data back to 1934 are available upon request 


7 Data are from Dun 
> Ratio of prices received to prices 
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RETAIL PRICES 


umer price index 
All 


iten 


Apparel 
Food 
Dairy produc 


Fruits and vege 
Meats, poultry 


Housing & 
Cas and electr 
Housefurnis! 
Kent 
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Personal care 
Reading and re 
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1 commoditir 
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Crude mater 
Intermediate 
Finished gor 
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(rraulns 
Lin 


Wool product 


Tobaceo mf. 
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CONSTRUCTION A 


CONTRACT 


OF THI 
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COMMODITY PRICES—Continued 
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Unless otherwise stated, statistics through 1956 and 
descriptive notes are shown in the 1957 edition of 


BUSINESS STATISTICS tot we air a alae la \y 


CONSTRUCTION AND REAL ESTATE—Continued 


CONSTRUCTION COST INDEXES 


Department of Commer 
Aberthaw (industrial bu 
American Appraisal Co., 
Average, 30 cities 
Atlanta 
New York 
San Francisco 
St. Louis 
Associated General Contr 
E. H. Boeckh and Assoc 
Average, 20 cities 
Apartments, hotels 
Brick and concrete 
Brick and steel 
Brick and wood 
Commercial and factory bu 
Brick and concrete 
Brick and steel 
Brick and wood 
Frame 
Steel__- 
Residences 
Brick 
Frame 
Rngineering News-Record 
Building 
Construction 
Bu. of Public Roads— Highway cor 
Com posite, standard n 


CONSTRUCTION MATERIALS 


Output of selected constr 
Tron and steel pre t 
Lumber and wood pro¢ 


REAL ESTATH 


Home mortgages insured 
Fed. Hous. Adm.: Fact 
Vet. Adm.: Face amo 

Federal Home Loan Ba 
member institution 

New mortgage loans of 

tions, estimated tot 
By purpose of loar 

Home constructior 

Home purchase 

All other purpose 

New nonfarm mortgage 
estimated total 

Nonfarm foreclosure 


Fire losse 


DOMESTIC. TRADE 


ADVERTISING 


Printers’ Ink 
Combined in 








Outdoor 
Radio (network 
Television (network) t 


Tide advertising index, 


Television advertising 
Cost of facilities, total 
Automotive, inelud 
Drugs and toilet ric 
Foods, soft drinks, « 
sers, ete 
y material 


All other 


Magazine advertising 
Cost, total 

Apparel and accessoric 
Automotive, incl. aces 
Building material 
Drugs and toiletric 
Foods, soft drinks, conf 
Beer, wine, liquors 


Household equipment 
Household furnishing 
Industrial materials 
Soups, cleansers, ete 
Smoking materials 

All other 





Linage, total thou 


* Revised ! For Aug. 26-Sept. 30 (earlier fig 
§Copyrighted data; see last paragraph of head: 
7 Duta reported at the beginning of each mont 

ised beginning July 1 t djust for ct 
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ADVERTISING — Continued 


4 
do 


do 
PERSONAL CONSUMPTION EXPENDITURES 


t annual ra 


hil. of dol 


1 quarterly totals a 
total 


Furniture 
Furnitur 
House h¢ 


Lumber, b 


rd ware 
iterial 


ores ¥ 


boys’ wear stores 
apparel 
ind other apparel stores 


accessory stores 


Drug and proprietary 
Eating and drinking ; 
Food group 

Grocery s 
Gasoline service 


tores 


stath 
General-merchandise group 
Department stores, excl. mail-order 
Mail-order (catalog sales 
Variety stores 
Other general-merchandise stores 
Liquor stores 


.do 332 


r Revised Advance estimate ? Comparable data not 


2? Includes data not shown separately 


SURVEY OF CURRENT BUSINESS 
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10, 608 
992 
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922 
114 
2su 
$48 
440 





ivailable; series temporarily discontinued 
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RETAIL TRADE 


Continued 


All retail store Contir 
Estimated inventorie 
Unadjusted, total 
Durable-goods store 

Nondurable-good 


Seasonally adjusted, t 
Durable-goods stores 
Automotive group 
Furniture and 
Lum 


Nondura 
Apparel group 
Food group 


General-merchar 


Firms with 11 or more 
'stimated sales (ur 

Apparel group ¢ 
Men’s and hoy 
Women’s appar 
Shoe store 


Drug and propriet 
Eating and drink 
Furniture, homef 


General-n 
Depa 


Dry 


Variety st 
Crrocery store 
Lumber, building-n 
Tire, batters 
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SURVEY OF 
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CURRENT 
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ontinued 
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RETAIL TRADE Continued 


WHOLESALE TRADE} 


POPULATION 


EMPLOYMENT 


SURVEY OF CURRENT BUSINESS 


| 
“ee omg | October 


April 


wis 107, 707 
$2y, S11 
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EMPLOYMENT 


EMPLOYMENT. Continued 


Production worker t 
Total (U. 8. Dept. of Lat 
Durable-goods industri 
Ordnance and 


Lumber and wo 


Sawmills and pl 
Furniture and fixtt 
Stone, clay, an 
Primary metal it 

Blast furnace 


Primary 
metals 

Fabricated metal 

chinery, transpo 
Machinery (except elec 
Electrical machinery 
Transportation equi 

Automobiles 

Aircraft and part 

Ship and boat build 

Railroad equipmer 
Instruments and relate ( 
Miscellaneous mfg. industries 


t 


Nondurable-goods tnd 
Food and kindred pro« 
Meat products 
Dairy product 
Canning and preserving 
Bakery product 
Beverages 


t 
luc 


Tobacco manufac 


Textile-mill prodt 
Broadwoven fabr 
Knitting mill 

i t 


Apparel and o 


Paper and allies 
Pulp, paper 
Printing, publi 


Chemicals and 
Industrial 0 
Products of 
Petroleum r 
Rubber pre 
Tires and 
Leather and 


Footwear 


Production worker 
nally adju 


Durable-good 
Nondurable-g 


Production worker 
Indexes of employmer 
Unadjusted 
seasonally adjusted 


Miscellaneous employme 
Federal civilian emy 
United States, contir 
Washington, D 
Railway employee 
Total 
Indexes 
Unadjusted 
Seasonally adju 
PAYROLLS 


Manufacturing production-worker payroll 
adjusted (U. 8. Dept. of Labor 1947 


inde 


LABOR CONDITIONS 


Average weekly hours per worker (T 

Labor) 
All manufacturing industries 

Average overtime i 

Durable-goods industries i 

Average overtime de 

j 

r 


Ordnance and accessories do 
Lumber and wood products (except furniture 
hour 
Sawmills and planing mills 
Furniture and fixtures 
Stone, clay, and glass products 
Primary metal industries 9 do 
Blast furnaces, steel works, and rolling mills 
hours 
Primary smelting and refining of nonferrous 
metals hours 41.3 


* Revised » Preliminary t Includes Post Office 
9 Includes data for industries not shown 


OF CURRENT BUSINESS 


) 
40 


) 
1 


40.1 39.7 





40.8 40.8 40.7 7 


39 
0 


39 


41.0) 


employees hired for Christmas season; there were about 284,000 such employees in continental U. 5S. in 


December 


3 40.2 


-cember 1956. 
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per worker, ete 
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tries—Cont 


t allowances 
weekly average 


Preliminary 
r industries not s 


“eS average 


own 


insured unemployment in exact 
nent data may range from 6 to 8 month 


on j 
Monthly d 
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ND POPU LATION—Continued 





nth as a percentage of ave ost 
lata for January 
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v ry 


EMPLOYMENT AND POPULATION—Continued 


LABOR CONDITIONS— Continued 


Labor turne 
Acer 


Average weekly 
Labor 
All manufa 
Durable 
Ordnance 
Lumber 
Sawmil 
Furniture 


Stone, cla 


Primary 


Blast 
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BUSINESS STATISTICS tober > ous yi March | April May ; August “| October | S4Ve 


A POPL LATION—Continued 


ontinued 





) litior | I 
Revisions for 1956 appear in the August 
not s} ' ely 


( I ol t $2..444 ‘ h 
th wage rates for equipment t " t ! types of equipment 


wichines power ne 1 shovels (44 cubie vard ind sir compressors t or January-September 1956 are as f 
f } 


wis tal rte 10 
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BANKING 


Acceptances and commerci 
Bankers’ acceptances 
Commercial paper 

Agricultural loans and ¢ 

cies supervised by the 

Total 

Farm mortgage loan 

Loans to cooperative 

Other loans and discount 

Bank debits, total (344 center 
New York City 
6 other centerso” 

Federal Reserve banks, cor 
Assets, total § 

Reserve bank credit outs 
Discounts and advance 
United States Covernr 

Gold certificate reserve 


Liabilities, total ¢ 
Deposits, total 9 . 
Member-bank reserve 
Excess reserves (¢ 
Federal Reserve note 


Ratio of gold certificate 
note liabilities comt 


Federal Reserve weekly reportir 
condition, Wednesday nearest 
Deposit 
Demand, adjusted 
Demand, except inte 
Individuals, 


States and politic 
United States Ge 


Time, except ir 
Individual 


States and po 
Interbank (den 


Investments, total 
I S. Government ¢ 
teed, total 
Bill 
Certificate 
Bonds and gua 
ecurith 
Lour rdjusted), tot 
Commercial, industri 
To brokers and de 
Other loans for pur 


Realestate loan 
Other loar 


Money and interest rate 
Bank rates on busine 
In 19 cities 
New York City 
7 other northern 
11 southern and w 


Discount rate (N.Y. I 
Federal intermediate credit bar 
Federal land bank loans 
Open market rates, New York ¢ 
Acceptances, prime, bankers’ 90 day 
Commercial paper, prime, 4-6 montt 
Yield on U.S. Govt. securitie 
3-month bills 
3-5 year taxable issuc 


Savings deposits, ba 
New York Stats 
U. 8. postal savings 


CONSUMER CREDIT? 
(Short- and Intermediate-term 
42, 491 


Total outstanding, end of mont! 
Installment credit, total r 32. 6OR8 
Automobile paper r 14,45 410 | 14,432 | 7 14,528 | 7 14,691 | 14,883 | + 15, 127 
Other consumer-goods paper . do 7, rR, rR A WO5 r 8, 160 ’ 17 r l 8,165 
Repair and modernization loan ( I a ; 872 °1,859 | ° 5 , 71, 905 
Personal loans ) , 6. OE r #}, OR] °7 O37 ri 1 : +7 





* Revised Preliminary 
o'Includes Boston, Pt ‘ 
? Includes data not showr par ] 
For demand deposits, t! m j d’’ denotes ¢ usi f interbank ar S. Government deposits and of cash items reported : 
loans to banks and deduction of valu ) ves (individual loan ns are gross, , before deduction of valuation reserves 
$For bond yields, see p. 8-20 
q Data are as of end of consecutive 4-week periods ending in month indicated 
. . 2 cenths | For 


tRevised back to January 1955 to incorporate more hensive 


as in process of collection; for loans, exclusion of 


compret revisions prior to October 1956, see the December 19 
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Unless otherwise stated, statistics through 1956 and — _ 1% as as 
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March April | May June | August 
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descriptive notes are shown in the 1957 edition of | Nevem-| Decem-! Janu- | Febra- | 


BUSINESS STATISTICS October ber ber ary ary 


: | . 
Septem: | Oeroher Novem 
- her 


FINANCE—Continued 


CONSUMER CREDIT? Continued | | | 


Short- and Intermediate-term) | | 
Total outstanding, end of month—Continned | 
Installment credit, total—Continued 
By type of holder 
Financial institutions, total mil. of dol 
Commercial banks do 
Sales-finance companies do 
Credit unions do 
Consumer finance companies do 
Other do 


Retail outlets, total do 
Department stores do 
Furniture stores do 
Automobile dealers do 
Other 


Noninstallment credit, total 


Single-payment loans 
Charge accounts 


and repaid 


do 
do 
do 
do 


FEDERAL GOVERNMENT FINANCE 


Budget receipt nd expenditures 
Receipts, total mil. of dol 


Receipts, net do 


Custor do 


taxes do 
ind profits taxes do 
do 


ue and receipts do 


Expenditures il do 
Interest on public debt do 
Veterans’ services and benefits do 
Major national security do 


All other expenditures do 


ranteed obligations 
end of month, total 
total 


t bearing 
ruaranteed by U. S. Government, end 
mil. of dol 
8. Savings bonds 
Amount outstanding, end of month do 
Sales, series F through K§ do 
Redemptions do 


Federal business-type activities, end of quarter: ¢ 
Assets, except interagency, total mil. of dol 
Loans receivable, total (less reserves) do 
To aid agriculture do 
To aid homeowners. . do 
Foreign loans do 
All other do 


Commodities, supplies, and materials do 
U. 8. Government securities do 
Other securities and investments do 
Land, structures, and equipment do 
All other assets do 


Liabilities, except interagency, total do 
Bonds, notes, and debentures do 
Other liabilities do 

Private proprietary interest do 

U. 8. Government proprietary interest do 





* Revised * Preliminary ! See note marked ‘ 
t See corresponding note on p. S-16 

§ Effective May 1957, for series FE through H 

*Figures are not directly comparable from quarter to quarter, since activitics covered vary 
other activities of the U. S. Government, and certain deposit and trust revolving funds) reporting to the 


exoept in the case of trust revolving funds 


Data reflect the condition ofactivities (public-enterprise and intragovernmental funds, certain 
Treasury under Department Circular No, 966. Interagency items are excluded 
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LIFE INSURANCE 


Institute of Life Insurance: t 
Assets, total ivU.s mpanie 









Bonds (book value 












U.S. Government <4 4 
Dinte. county. taunt ) 2.21 2, 208 ' 
Publie utility (ft ) 14 2 4 (x 
Railroad (U. 8 jt sa 84 849 


Industr 


Stock book value 









Preferred (U.S 0 
Common (U.S lo 24 } OF 
Mortguge loans, tot 2, 399 2 ‘ 2, 994 
Nonfarm 9, 9 ; 4 









Re 


il estate é , a 2, 82 
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Policy loans and premiurno not do 1 
Cash lo ) 
Other asset rt 
Life Insurance Agency Management Associntior 
Insurance written (new p for urance:t 
ilue, estimated total I f dol $ S5¢ $i 3 
Group and whol ‘ " wh 9 ‘ 
Industrial 6 
Ordinary total % R 
‘ 
New England io 1 | 224 
Middle Atlantic io RQ POTS 9 
East North Centra lo ) 32 ST 
West North Central re i 
South Atilantie lo 103 $12 142 


ist South Centra lo {q 4 





= 
z 


West South Cent ; 
Mountair ) $ ti 






Pacific lo f 7 i4 
Institute of Life Insurance 
Payments tu policyholders and benefi . f 
mated tota m fd iti. f 4 l G9 
Death benefit 1 23. 2 2009 
Nlatured endowments lo 5 A. 3 63.7 


Disability payment 







Annuity payment 
Surrender value 





Poliey dividend . s t 
Life Insurance Association of America 
Premium income (39 co j terls 
Accident and health ) 24 1 
Annuitie lo S58, 2 
Group j 4 
Industrial { 974 


Ordinary 


MONETARY STATISTICS 





Gold and silver 






Gold 
Monetary stock, [ el t , fd 2] 21.91 21. 949 
Net release from earmark 10 $4 l ? 
Export thou of de 274 238 


Import 


Production, reports 


Africa do 52 7H 52 AM) 1. SOM) 








Canada do 12, 900 12, OM mM) 
United Stat do 6, 20K 1 +. 6K) 
Silver 
Export io 1, 04 20 
Import 1 14.081 a4 ~ RHO 


Price at New York lol. per fine ae 4 4 


Producetior 


Deposits and currency t 224, y. " 230), 51 
Foreign bank 


S (Clovernment 




















Deposit ul juste q 2 
Demand deposit ted 100 108, 30K l 4] 
Time deposit ! tedl€ 1, 5M mi), OH uy } 
Currency outside bank i 4 Ds (KM s 
Turnover of 1 
S. Government. annual r 
New York City rat f hits t I t 15. 2 is s 
6 other centersa? x 4 yy 


337 other reporting center 


omparable 1956 monthly tot cluding Me t pre 


Visions tor usset ) nee ¢ nit f I i 
i omy i y l 








for 
> Or increase in ¢ 















» ON 21s “ 217, 200 210 00M PTs. 4K Oo. 700 21, On 2), KM ’ 224 AK 
uM lt MM l 2K 1 wi 14, S00 105, OOO 106, 600 10K 4 AM 
S24 S33, 1M S4, 1M 4, Hi SH, 7M Sti, 4 SH, 700 S7, 1K as r 
27, 4M 27, 40) 27, 400 27, 4K 27,900)» 27, SK 7, SK) 7. SOO s 27, sim 
1s is. is 16.9 17.1 1.4 iW ‘4 2. 2 ; 
2 +2 § it w.4 wie Js i | 
p > > , 


© Include ta I ! 1 

4 The term “adjusted” denotes exclusion of interbank and U.S. Government deposit 
> so 
TInelndes Boston, Pt lelphia, C) 70, Detroit, § Francise t I Angele 
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74 97, 488 17, S68 8, 239 1 005 99, 374 WO S12 100, 224 






19, 470 56 19. 767 419, S99 
























7 7, 43 7, 340 ;, 270 7. 306 7, 268 7, 224 y 
2, 244 2, 244 2, 251 2, 264 2, 2H 2, 200 2. A 
4, 030 14, 049 14, 11 14, 157 14, 182 14, 259 14 
38 $, 837 , S40) $, 83S 4.84 5, B41 i, S37 


































5, 523 3, 54 $, 57 + HO) $, AS 5, 65 ( 73 4 “ 
1, 141 1, 10 1, (5 1, O80) 1, 058 11s ! Is.3 ‘ 
28 4, 341 is ‘3 7 ) t , 35 "4 4 
4, 338 Ww ‘ ”) 6, 224 1 | io “2 
2s1 ‘ 10 1, Hist 1, is 1, 090 ; 14 
2 a9 ' Hu 1 » 192 ! 
fl 1 2. ) 650 Hug ‘ ‘7s 
21 211 2m 241 25 234 252 22 2K) 244 
{ms t wu 4u “AS SUA 40 as ~“ 
‘ 679 s2¢ AN s4 731 TS4 < 
249 Qh » i) my fi ms 
#4 72 44 th 




































4 -s. i" 524 $45 $52 5 a t 
I st 13 1m) 7 8 “ 4 
t ] 124 H12 152 427 ; ' ‘ 
4 ’ 1 ) 7 s wes 15.6 2 2 n ® 
236.9 t 223. 8 228. | J55, ¢ 1. 4 ' 222 1S. 
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